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The 


N the short time that he has been in office, Captain 

Oliver Lyttelton has already shown that he is not 
afraid of ideas just because they are new or big. In 
the concentration of industry he is tackling a necessary 
job of appalling difficulty and complexity. An announce- 
ment made this week (and discussed in a Note on page 
665) shows that, if he is not yet ready to begin on the 
still more difficult and complex task of concentrating 
retail trade, he is not running away from the problem. 
And in a speech delivered a week ago, Captain Lyttelton 
showed that his mind is not wholly occupied by wartime 
problems. It would be wrong to give the impression 
that Captain Lyttelton’s speech was entirely devoted to 
post-war problems. On the contrary, he essayed a defence 
of the Government’s existing economic policy, though 
he was not very successful in the uphill task of proving 
that it is “ coherent, comprehensive and comprehensible.” 
But the passages of the speech which have rightly 
attracted the greatest volume of attention were those in 
which, for the first time, he sketched the first vague 
outlines of an economic policy for the years immediately 
after the fighting comes to an end. Captain Lyttelton 
revealed that he had set up in the Board of Trade a 
special section under Sir Charles Innes, charged with 
studying the problems “ of the first two or three years,” 
and he made it clear that, in his opinion, the solution 
would have to be: found in a continuance for that period 
of many of the wartime controls. 

The War Office is proverbially prepared to win the 
last war; Captain Lyttelton’s remarks give some 
assurance that the Board of Trade is not preparing to 
win the last peace, which would be a mistake almost 
as catastrophic. Actually, there are many misconceptions 
about Armistice economics, as exemplified by the ex- 
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perience of twenty-five years ago. There would, for 
example, be fairly general assent to the proposition that 
post-war unemployment had its origin in the demobilisa- 
tion of men from the armies and the munition factories ; 
the general belief is that peacetime industry was never 
able to absorb the millions set free by the end of the 
war. It is, of course, true that the chronic unemployment 
of the twenties (and even of the thirties) was a by-product 
of the war ; if there had been no war, there would have 
been very much less unemployment. But the causation is 
indirect ; and in the popular memory there is some 
foreshortening of events. It is certainly not true that mass 
unemployment arose out of demobilisation. The demobil- 
isation crisis was met and mastered in the spring of 
1919. An out-of-work donation was provided for men 
and women demobilised from the services and from 
munition industry, and for two months, March and April, 
the numbers drawing the donation just exceeded the 
million mark. But for two months only; by October, 
when the civilian donation ceased, the numbers had 
fallen to less than half a million. The unemployment 
percentage was 6.6 per cent. in December 1919 and in 
the middle of 1920 it fell to very low figures. It was not 
until the early months of 1921 that really severe unem- 
ployment—as the term came to be understood in the 
following years—put ‘in its appearance; and by that 
time demobilisation had long been complete. 

This history is worth remembering, for, if it can be 
taken as any sort of precedent, it shows that the imme- 
diately post-war problem is not that of finding work 
for the soldiers and the munition workers. Last time, the 
process of re-transfer very largely solved itself—indeed, 
there was a labour shortage in the first two years after 
the Armistice. The problem is rather one of seeing that 
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war boom. To think i 4 
of course, be a gross distortion of the problem ; but it 
would hardly be less misleading to conceive of it simply 
in terms conquering unemployment. 

The President of the Board of Trade made it clear 
that in his view a continuance of Government controls 
would be necessary. It is interesting to observe the 
reasons he gave for this view; or it might be more accurate 
to say that it is interesting to observe one reason that 
was not given. It is not because of any permanent and 
lasting impoverishment that control will be needed. 
“TI do not regard this war as the end of European civil- 
isation. Let no one underrate the power of the modern 
world to recreate its wealth.” Undoubtedly this is the 
sound view, and it is important to re-emphasise it at a 
time like the present, when the destructiveness of war 
is all too apparent. Hitler has been trying to hit the 
war industries of the country; but the effect on their 
output of goods of war has been very small indeed. 
The effect on the community’s power to produce goods 
in general, and to render services, will be even smaller. 
It is true that the building industry will have several 
years’ work ahead of it merely in replacing what is 
damaged or destroyed, and will therefore not be able, 
for that period, to make any contribution towards raising 
the standard of living. But that applies only to one 
industry which, while large in absolute terms, is small 
in relation to the productive capacity of the country as 
a whole. 

But to this general expectation of renewed prosperity 
after the war, there are two large exceptions (other than 
the building industry), one of which will be temporary, 
the other permanent. After a year or two of readjust- 
ment, the national economy will be able to produce as 
many consumers’ good as ever it did ; but during the 
readjustment period the supply will be short. And it is 
precisely in that readjustment period that the demand, not 
only for consumers’ goods, but for all manner of peace- 
time commodities, will be swollen by all the deferments 
of the war. There will be a vast excess of demand over 
supply, just as there was in 1919 and early 1920. If there 
is any precept on which theory and practice unite, it is 
that any such purely temporary flood of demand must 
at all costs be dammed up. If it is allowed to run 
loose, it will produce such distortions in the price 
structure and industrial organisation of the country as 
will make a subsequent collapse of prices and employment 
inevitable. 

The country will, therefore, in this transitional period, 
be faced with a universal rationing problem not very 
dissimilar from that of war. It will, however, be a more 
difficult one. The public will be impatient ; the appeal 
to patriotism will be far weaker; in choosing between 
different uses of scarce resources, the touchstone of 
“ essential needs” will disappear very rapidly; and there 
will be inevitable—and quite genuine—confusion between 
the uses that are more urgent and those that are more 
lucrative. Morecver, apart from the physical problems 
of rationing, which will be the concern of the Board of 
Trade and of the Ministries of Food and Supply, the 
financial problem will be more severe. In essence, it 
will be the same as in wartime—that of ensuring that 
the purchasing power spent by the public is no more 
than value, at current prices, of the goods available 
to be bought. But in practice there will be great diffi- 
culties in the way using the two great financial 
weapons. There will be impatience if the wartime level 
of taxation is retained for two’ or three years after the 
figh is over; and the summons to thrift will be far 
less effective. : 

This is a formidable array of difficulties, which will 
have to be faced. But, after all, it will be a transitory 
problem and one which will dissolve itself as supplies 
come forward and the accumulation of demand is 
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satisfied. That there will need to be very careful control 
chity lou neceerye ibook, ib. oliper aoeiaas 
necessary. it is 
<i should be a definite time-limit—say three 
after the Armistice—by when the process must 
be complete. This is not to suggest, of course, that the 
post-war world will not have a much greater permanent 
element of “purposive direction” by the State than 
the world of the 1920’s and 1930's. But wartime and 
Armistice-time controls are essentially restrictions on 
economic activity, while the permanent post-war controls, 
if they are to justify themselves, must avoid restrictionism 
like the plague. The strait-jacket must be unlaced 
gradually—so much is granted. But a moment should 
come when it is taken off completely—even if it is to 
be replaced immediately by what is known in the 
vernacular of women’s fashions as a “supporting 
garment.” 

The second great exception to the general return of 
plenty will be the continuing ‘shortage of foreign 
exchange. Captain Lyttelton dramatised the problem by 
saying that “for the first time in her history Great 
Britain will be internationally a debtor country.” Perhaps 
this is an over-dramatisation, as it will be strictly true 
only if the war continues for a long time and Lease- 
and-Lend has to be repaid, in full or in substantial 
measure. But in any case the British balance of payments 
will have to be watched with unremitting care. In the 
early years, control will be unavoidable ; even in the 
long run, it may be impossible to dispense with all 
control, especially over trade and transactions that 
involve the dollar, which looks like being an exceedingly 
scarce commodity in Great Britain for a long time to come. 
But here, too, there is a vital distinction to draw between 
wartime and peacetime controls. In war, control is neces- 
sarily restrictive and prohibitory; its aim is to reduce 
unnecessary trade to a minimum. It would be all too 
easy to follow mercantilist logic to the same conclusion 
in peacetime. But it cannot be emphasised too strongly 
or too often that Britain lives by cheap and abundant 
imports. The priceless advantage of buying cheap must 
at all costs be preserved. It is that which has created 
such a high standard of living for so crowded a people 
on an island that is poorly endowed by Nature. If it is 
allowed to vanish or be throttled, under ‘any pretext of 
control or security or protection, Britain’s wealth and 
Britain’s greatness go with it. 

Control of foreign trade, in the sense of guidance to 
remove its irregularities or even to limit its erratic 
expansion, is inevitable and perhaps even desirable. 
Control to restrict the flow of imports, not out of 
necessity, but to protect home producers, will be as 
obnoxious after the war as it was before. Moreover, 
“necessity” should be sharply defined. If the British 
people cannot pay for imports, then admittedly it will 
be necessary to restrict them. But that necessity never 
arose after the last war, in spite of the drain on liquid 
resources and the loss of trade connections; on the 
contrary, all through the period of 1919-1939, the con- 
tinuing embarrassment was that Great Britain was able 
to pay for her imports too easily—that is, with fewer of 
her own goods than her export industries were equipped 
and staffed to produce. And with the sole and special 
exception of dollar goods, these circumstances are likely 
to repeat themselves after this war—provided, of course, 
that it is victorious. Defeat would mean for Britain, as it 
has meant for Hitler’s other conquests, that the terms of 
trade would be turned disastrously against the loser. But 
subject to this, it is very improbable that there will be 
any general difficulty in paying for the imports that the 
country needs. Beware of the plea of necessity. 

When Captain Lyttelton foresees the continuance of 
Government control in the post-war world, that is not, 
therefore, per se an alarming prospect.- The important 
aim is not to raib against control as such, but to insist 
that the controls enaiclves shall at some point be 
demobilised and transferred to peacetime occupations. 
Neither the structure nor the personnel nor the 
nor the objects of the wartime controls are suitable for 
times of peace. 
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Madrid and Vichy 


HE structure of a ee is not yet complete. 

The Balkan peninsula compelled into place ; 
but in the West, another great European peninsula—made 
up of Vichy France, Spain and Portugal—is still recalci- 
trant. Here the Nazi writ does not entirely run ; here a 
measure of independence is still maintained and its 
presence is inevitably both a reproach and a challenge to 
the Nazi new orderers. Yet it is not only tidiness of 
mind that dictates a change of status for the West. There 
are concrete interests at stake—economic and political— 
and if, as the news from France ests, Hitler has, in 
pursuit of them, prevailed upon Vichy to accept a full 
policy of co-operation, then possibly the next decisive 
phase of the war will be fought on the West Mediter- 
ranean front. 

Economically, it is in the Nazis’ interest to in te 
Spain and Vichy France into the general structure of the 
Reich and its dependencies. In Spain, where the ravages 
of civil war, superimposed on a backward economic 
system, have reduced the industrial efficiency of the 
country to a minimum, the Germans are more interested 
in mineral supplies, and there is reason to suppose that a 
large part of Spain’s iron ore production has come under 
direct or indirect German control. On the other hand, 
the most useful tribute that can be exacted from Vichy 
France is the co-operation of industry. Here there is 
evidence of some headway, since F 
collaboration is by no means a new enthusiasm in some 
French industrial circles, and the basis for an exchange 
exists in Germany’s desperate need for skilled workers, in 
the French factories’ equally desperate need for raw 
materials and orders, and finally—most desperate need 
of all—in the hunger of the French unemployed. The 
recent “ rationalisation” of the French motor industry 
into one unit working with its German and Italian 
counterparts—largely on orders for the German army—is 
only one example of a procedure which, with appropriate 
modifications, can bring the whole industrial system of 
“neutral” France into line with the Reich’s economic 
master plan. 

These economic adjustments constitute only a long- 
term policy, and Hitler has needs too urgent to be satisfied 
by the slow extension of co-ordination and control. The 
terms of the Vichy Armistice were drawn up on the 
understanding that in a very few weeks the war would be 
decided by the collapse of British resistance. Instead, 
the steadfast defence of the British Islands and the grow- 
ing likelihood that they will become the base for the 
counter-attack of the English-speaking world, has made 
the Western front the most vital front of the war. This 
front is secured from Narvik to Biarritz. Then the 
uncertainty begins. Portugal is a neutral, benevolent to 
Britain, and the Portuguese outpost at the Azores is still 
closed to the Axis; the whole basin of the Western 
Mediterranean and its outlet, the Straits, are dominated 
by the British Navy ; further south from Casablanca to 
Dakar, the French still exercise an uncertain authority, 
and the French Fleet, for all the duplicity of Darlan, may 
even yet be unprepared to fight the British Navy. 

Thus the setting for the great Battle of the Mediter- 
ranean Entry is still unfinished, although the great drama 
has already taken the stage. The “perilous arc” from 
Arctic to Equator grows uncertain and shadowy in its 
southern half. To give it shape, the Germans must 
control the Mediterranean, particularly its Western basin, 
and for this they need the use of Marseilles, Barcelona, 
Valencia and the Balearic Islands, and the help of the 
French Fleet ; they must control Gibraltar, Tangier and 
Spanish Morocco, and for this they need the collabora- 
tion of the Spanish Government ; they must control the 
French Atlantic bases in Morocco and French West 
Africa, and for this they need the consent and co- 
operation of Vichy. These then are the objectives of 
the white war in the West—the substance of control in 
Vichy France, French Morocco and French West Africa, 
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in a joint attack on Gibraltar. xe 
For nearly two months now the assault upon Spain and 
Vichy France has been gathering strength. It was inter- 
rupted for a time during the campaign, but since 
the German victory in ee ee 
of Cyrenaica, the pressure on Governments has 


use is being made of the economic difficulties of both 
countries. The recent agreement with Vichy, whereby 
the costs of occupation were reduced by a quarter, and 
the transport of goods across France’s Chi Wall was 
made easier, was evidence not so much of the 
“ generosity” of the Germans as of the stringency, of 
the conditions they have imposed and are now prepared 
to modify—progressively at a price. It is significant that 
no settlement has yet been over the prisoners of 
war. In Spain, the game of economic pressure is not so 
straightforward, since Germany has here to compete with 
Britain’s ability and willingness to succour the Spaniards. 
Since the Trade and Payments Treaty of 1940 Spain has 
been able to buy goods to the extent of £5 millions from 
the British Empire, and a further credit of {2,500,000 
has recently been granted. Hitler has countered this by 
threatening to blockade the Pyrenean frontier and, in 
the same breath, by promising to victual Spain. At the 
same time, in both France and Spain, a fierce Press 
propaganda attempts to put the blame for short com- 
mons on the British blockade. 

Economic pressure would be relatively ineffectual if 
it were not backed by the constant reminder of over- 
whelming military strength. The Pyrenean frontier 
between Spain and German-occupied France has been 
reinforced, and the French know that nothing could stand 
in the way of total occupation if once it were decided 
to swing the German war machine into motion; and, 
naturally, the unbroken record of German victories does 
not weaken the im ion of Germany’s strength. Jugo- 
slavia is a edentide- caiman of the fate awaiting a 
small State which determines on resistance. The 
of Madrid, who already know what it is to be bombed, 
must wish to avoid at almost any cost the fate of Rotter- 
dam or Belgrade—the rulers of France still more, for 
their capitulation was ely dictated by fear of the 
terror Germany might visit on them. 

The impression of Germany’s ae strength 
largely accounts for the energy and variety of the Fifth 
Column in both France and Spain. For every German 
agent working in disguise there are at least three or four 
local enthusiasts whose allegiance to Hitler has been 
bought or secured by fear or ambition. Indeed, the most 
remarkable feature in a number of similarities between 
the Governments of Marshal Pétain and General Franco 
is the high positions of authority reached by men whose 
loyalty is outweighed by their allegiance to a foreign ruler. 
Darlan or a Laval in France, a Sufier in Spain are pre- 

ed to accept German domination, nay, to rejoice in 
it and in the perpetual enslavement to which it condemns 
their fellow countrymen. Admitting that the fate of 
Poland is not entirely rélevant, even the example of Italy 
does not appear to have enlightened them at al. It is 
thanks to these men that the Germans have been able 
in advance to occupy positions of crucial strategic 
importance in Spain and in the French colonies. It is 
with their co-operation that a military and political net- 
work, policed by “ tourists,” financed by Embassy funds, 
and rehearsed in every possible manceuvre of a German 
occupation has already been built up from the frontiers 
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To the fulfilment of the German plan there are appar- 
ently only two major obstacles—Marshal Pétain and 
General Franco. On their strength of will and integrity 
the Franco-Spanish front ir tenacious 
resistance until now—Hitler’s campaign was already at 
pressure in October, 1940—they have proved their deep 
distaste for a policy of co-operation, Marshal Pétain 
because it offends his honourable scruples over the strict 
letter of the armistice, General Franco because his people 
are beset by famine and plague, and a further war would 
crown their misery. Yet the external and _ internal 
pressure on these two men is ov ering. Within, the 
whisperers, the intriguers, the quislings, the ambitious, 
the venal are gathered together into one great cabal 
against the policy of resistance. Economic necessity and 
military force reinforce the internal disintegration. It is 
hard to imagine how two men, one aged, the other alone, 
can resist Germany’s “ bloodless offensive” much longer. 

There are signs that one at least of them has failed. 
Complete agreement has been announced from Vichy on 
the policy of collaboration with Germany, negotiated by 
the French quislings, Darlan and De Brinon. The econ- 
omic benefits to Vichy have already been published. The 
quid pro quo remains secret—for obvious reasons—but 
it probably covers such matters as political and military 
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concessions in Syria and the North African Colonies, and 
it may even include provision for the “ joint use ” of the 
French Fleet. If this is so, it can be truly said that never 
have so few men brought so great a country so low. But 
if the will to resistance in Vichy is exhausted there are 
signs that General Franco is continuing his determined 
stand. The recent “purge” has removed Falangist en- 
thusiasts from key positions in the Home Office and the 
Army and their place has been taken by army men after 
Franco’s own heart. 

The balance remains desperately precarious, and it is 
difficult to see how, at the present juncture, any British 
action can a “oy a = en the leaders 
of France an in. t can one by pro 
and economic cunas is already being aa een 
diplomacy is active, especially at Vichy, and the probability 
that the United States will intervene is far more impressive 
than any credit or “ cultural exchange.” Fundamentally, 
Vichy France and Spain, like every other smaller Power 
in this battle of the Titans, are waiting to see which side 
will win. Even the most steadfast leader would prefer to 
come to terms, if a Nazi victory were certain. It follows 
that the only effective British propaganda lies in success- 
ful warfare. The fate of France and Spain will be de- 
cided on battlefields as distant as Suez and Baghdad. 


Recruits for Industry 


HERE is one marked difference between the last 

war and this. The recruiting campaigns of 1914-18 
were for the Army. This time they must be for Industry. 
It is impossible to match the enemy in numbers on the 
battlefield, and in the factory, too, there is a wide gap. 
Men can only be called up as equipment is made avail- 
able ; and in German Europe the enemy can impress six 
or seven times more workers—of varying quality and 
willingness—for his war effort. Only in British and 
American factories, taken together and mobilised for 
war, can that effort be surpassed. The main immediate 
problem is to draft every available man and woman into 
war production. 

This is not simply a question of Compulsion v. Volun- 
teering. It is a question of Recruitment. Compulsion may 
in the end be required to staff the war factories fully, 
and especially to bring in the millions of women who 
will be needed. But the present policy is to use volun- 
tary means, and a chief doubt is whether this method 
is being used to the best effect. Broadly, so long as the 
voluntary principle is retained, the aim is to create the 
conditions in which the required numbers of men and 
women will choose war work, to entice the unemployed 
and unoccupied into war factories, and to persuade those 
in work to transfer from their civilian and non-essential 
jobs. The opportunities for civilian employment have 
been deliberately cut down by the limitation of supplies 
to civilian industries and by the concentration of their 
reduced output in a few nucleus factories working full 
time. By the autumn, some hundreds of thousands of 
civilian workers will have been set free. 

In itself, however, this process of “ slimming ” cannot 
solve the problem. There are large sectors of employ- 
ment in distribution and the clerical and service trades 
which it is extremely difficult to cut down by conscious 
plan; and it is precisely from these occupations that 
the main body of general labour for the war factories 
must eventually come. They are occupations which to 
a considerable extent can be spared in wartime ; and a 
programme which only seeks recruits among the unem- 
ployed, the unoccupied and the workers dispiaced by 
restrictive measures will not staff war industry on the 
scale required. It is, of course, true that the curtailment 
of civilian manufacture and the limitation of civilian 
supplies must lead to some falling-off in distributive, 
clerical and service activities ; but this falling-off tends 
to take the form of underemployment rather than actual 
apnea ; and it remains imperative to attract men 
and women still in work. 


At the moment, even the unoccupied and the displaced 
may not go into war employment. They are available, 
it is true, and at the employment exchanges they will 
be encouraged to take up war jobs. But there is no 
certainty that they will choose them. In both remunera- 
tion and working conditions, jobs in civilian employ- 
ment may seem more attractive. Many workers prefer to 
look for work themselves from advertisements or by inter- 
views rather than at the exchanges. The fact is that, 
so long as there is no compulsion, the “choice” of 
employment must be much more heavily weighted in 
favour of war work than it is at present. The present 
approach may be described as “recruitment by regis- 
tration.” Certain grades of skilled labour were registered 
some time ago; women aged 20 and 21, and certain 
age-groups of men over military age have been regis- 
tered recently ; men with experience in coalmining are to 
register shortly; and there are registers of clerical, 
technical, scientific and professional qualifications. 
These lists of the resources available are indispensable ; 
but, by themselves, they fill forms rather than jobs. The 
important thing is to bring men and women into touch 
with actual vacancies in essential employment and then 
to make sure that they take them. Labour registered 1s 
not labour recruited, any more than labour released is. 

In theory, the call has gone out to all volunteers, in 
work or out of it. In practice, would-be war workers have 
been advised not to give up their civilian jobs hastily ; 
and the young women and older men who have regis- 
tered are not to be interviewed for war work unless they 
voluntarily choose it. But in wartime the staffing of essen- 
tial war activities must be given priority, and by this 
test, the present recruiting campaign for industry has 
two defects: it lacks urgency; and it is not effcient. 
There may, of course, be shortcomings in the physical 
expansion of war industry which currently limit the 
intake of new workers. But unless the entire labour force 
of this country is harnessed to the war effort, success can 
hardly be hoped for. 

By compulsion the required recruits could be enlisted. 
It has been claimed that, from the beginning of the 
war to the end of last year, workers moved into the 
German. war industries at a rate six times faster than 
in this country. But there is no virtue in compulsion, and 
there are many drawbacks. The voluntary method could 
do better than it has done yet—although it cannot be 
disguised that a measure of compulsion would probably 
be needed to achieve the mass recruitment of women, 
who are waiting to be told where to go and what to do. 
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Actually, the distinction between effective recruitment 
by compulsory means and effective recruitment by volun- 
tary means is not very sharp. In the one case men and 
women are conscripted ; in the other they are 
with a set of conditions in which it is ically impos- 
sible for them to choose anything but war work ; and the 

int is that these conditions are far from existing yet. 

In the first stage of the war, the problem was to put 
the unemployed to work and to e the best possible 
use of — — es ered Se Labour, as the 
employment bureau for supply departments, set u 
a Munitions Labour Department and a Labour peal 
Board, served locally by labour supply committees and 
exchange managers. The employment exchange was the 
centre: it was the focus of the unemployed ; and by 
the Undertakings (Restriction on Engagement) Order 
of June last year, munition firms were not allowed to 
engage or seek to engage any worker except through the 
exchanges, the object being to prevent poaching or 
counterbidding between firms for rare craftsmen. Adver- 
tising vacancies in munition work was forbidden. 

Now the position has changed. It is no longer simply 
a question of the workless and the skilled artisans ; it is 
the mass of the workers that it is sought to enlist now, 
men and women in work, who may often have little 
knowledge of the exchanges and who have no special 
skills. The general demand for munitions labour has 
been well publicised, but under existing arrangements 
many of these workers will never know of the actual 


jobs available and their conditions. It is very doubtful ~ 


whether the prohibition on advertising, which was 
intended to protect skilled labour, is appropriate in 
these conditions ; these are not craftsmen ; and, in any 
case, it is now possible, by means of the Essential Work 
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ignorant. 
A remedy for this is, obviously, better 


not simply the appeals already put out the 
Ministry Snake bet also local eee by | em- 
ployers for local labour. In addition to the exchanges, 
often remote and dingy, recruiting centres are needed— 
with drums and bands and speeches—set in busy shops, 
in cinemas and eating places. Even in Germany com- 
pulsion is supplemented and labour guided by local adver- 
tisement. Advertisement would not solve the problem. 
It would hardly be possible, for instance, for firms and 
propagandists to call specifically on, say, shop-assistants, 
domestic servants and typists to transfer to this or that 
particular war job, so as the impression . remains 
given, in connection with 
the registration of women, that in those kinds of 
workers should “ stay put.” Nor would it be easy for the 
industrial equivalent of the recruiting sergeant to lay 
stress on the attractiveness of the employment offered. 
so long as wages and welfare conditions may well be 
unsatisfactory. The solution is simple: to tell people 
what they’re wanted for ; and to make the essential jobs 
worth taking. But, first of all, it must be made much 
clearer than it is that the Government really does want 
a vast number of recruits. 


Union Now With America ? 


Ms CLARENCE STREIT, if not the only begetter 
of the Federal Union movement, is certainly its 
most persistent and persuasive advocate. His original 
proposal for “Union Now” between the democracies 
of America, Britain, France and the small anti-Nazi 
States of Europe is necessarily in cold storage at least 
for the duration of the war. But in a new book, which 
has recently been published in America and of which 
the English edition is shortly to appear, he adapts the 
basic idea to the exigencies of wartime, and by doing so 
gives it a new urgency. The proposal is for “ Union Now 
With Britain,” as a means dist of winning the war and 
thereafter of ensuring the peace. The nations of the 
British Commonwealth and the United States would 
enter into an immediate Federal Union. Each of them 
would surrender to a joint authority certain defined 
powers, including all those bearing upon war and peace. 
This joint authority, however—and this is the essential 
clement of Mr Streit’s proposals—would not be a 
delegacy of the Governments ; it would be elected by the 
peoples. It would have a legislature of two houses, one 
elected on a population ‘basis—that is, containing a 
majority of Americans—the other composed of repre- 
sentatives in equal numbers of the independent States 
entering into the compact—that is, with a British 
majority. There would also be a joint executive, elected 
by some means other than by vote of the legislature, and 
a Supreme Court appointed to act as guardian of the 
federal Constitution. In brief, the proposal is that Britain 
and America should form a federation with a constitution 
of the American type. The resemblance, it is true, would 
not be absolute; the federation would have more 
restricted powers than the present American Union 
possesses, and there would be greater variety (for example, 
as between republicanism and monarchy) among the 
member States. Byit the two basic ideas of the Philadelphia 
Constitution would be faithfully reproduced: both the 
Federal and the State Governments would equally draw 





their powers from the people, neither therefore being 
able to displace the other from its appointed sphere ; 
and within the Federal Government itself there would 
be a similar division of powers between legislature, execu- 
tive and judiciary. 

Union of the American and British democracies— 
reunion, it could more aptly be called—is a very high 
and noble ideal. Indeed, it is not merely an ideal, it is 
the ideal ; and it is not merely the ideal, it is the attain- 
able objective for practical politics—the great political 
aim of this century. All through the decade of the thirties, 
civilisation was retreating before its enemies and crashing 
to an apparently inevitable end. In that dreadful summer 
of 1940, the ordeal of this geneartion reached its stark 
culmination. We have been forced back to barbarism to 
defend civilisation ; we have had to risk all to ensure 
security ; we have had to plan wickedness in order to 
win righteousness. But out of this pain and degradation 
has been born the great redeeming hope of new comrade- 
ship and unity between the two halves of the great 
Atlantic Commonwealth. It has taken the horrors of these 
past twelve months to conquer pride at one side of the 
ocean and prejudice at the other. And nothing less than 
permanent, real and active friendship between the two 
peoples will be enough to compensate for the sufferings 
that have been endured and those that are still to come. 

British-American unity is, indeed, a necessity, both for 
the defence of civilisation and for its further progress. 
When faced with the ultimate perils, the two peoples 
recognise and proclaim (what they have always known in 
their hearts) that their aims in the world are at one, that 
their strengths are interdependent, that their antipathies 
and revulsions are the same. Now that both peoples have 
seen the dangers, to which one was blind while the other 
was indifferent, now that both have recognised that the 
perils can only be surmounted together, surely it is 
inconceivable that they should be allowed to drift apart 
once the immediate urgency has passed ? If that is to 
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the individual, that has intimations of immortality. We 
can rightly claim that the future of human progress is 
wra up in its survival—not because it is the only 
possible form of ection, but because only through 
its survival can negation of progress be averted. 
Britain and America share equally in this achievement. 
Each has contributed part of its peculiar quality. As Mrs 
Alice Duer Miller puts it in her very moving poem 
“The White Cliffs ” 
And were they not English, our forefathers, never more 
English than when they shook the dust of her sod 
From their feet forever, angrily seeking a shore 
Where in his own way a man might worship his God. 
Never more English than when they dared to be 
Rebels against her—that stern intractable sense 
Of that which no man can stomach and still be free, 
Writing: “When in the course of human events. .” 
Writing it out so that all the world could see 
Whence came the powers of all just governments. 
The tree of Liberty grew and changed and spread, 
But the seed was English. 


This is the dream which the two nations, if they are 
not to betray their destiny, must now unite to further— 
the great dream of a Free Peace, a peace not of the 
sword but of consent. 

“Reunion Now” thus covers the greatest political 
mission that any peoples have ever been given. There 
can be no question that the Declaration of Independence 
was of direct benefit to the American people. It can be 
argued that it has been of advantage to the British people 
in the past century and a half. But for the civilised world, 
it was a disaster the price of which has already been two 
world wars. The task now is to repair it, to réplace the 
unilateral Declaration of Independence with a mutual 
Declaration of Interdependence. Nor can reunion be dis- 
missed as an idle dream. Union was offered to France 
in all solemnity in the dreadful days of last June, and if 
complete Anglo-French Union, with its no smaller diffi- 
culties and its far smaller rewards, was a practical 
proposition, some degree at least of Anglo-American unity 
cannot be impossible. Nothing prevents it save men’s 
ideas, and they are changing fast. 

In any such movement towards reunion, both countries 
will have to make sacrifices. And the British sacrifice 
must be to recognise that we are the weaker, and the 
less numerous partner. This does not mean that Britain’s 
day as a Great Power is over or that her strength and 
spirit are on the decline—the events of 1940 mock the 
very idea. Because of her exposed position, the initiative 
may well rest with her for decades to come. But the 
ultimate decision must rest with the ultimate power, and 
that, increasingly, lies over the oceans.. If the British 
people have not lost their political wisdom, they will 
neither blink this fact nor cavil at it. 


The Aim and the Method. 


The case for “ Reunion Now ” has been stated at this 
length, partly because of its supreme and urgent im- 
portance, but partly also to prevent any misunderstanding 
when the point is made that Mr Sereit’s proposal is 
utterly impracticable, and that the degree of support it 
has won is more a cause for alarm than for gratification. 
Unfortunately, it will be difficult to set out the com- 
pelling reasons for this view without running some risk 
of giving offence in America. These reasons add up to the 
fact that a written constitution, a federal constitution, a 
constitution that enshrines the division of powers, would 
run flatly counter to all British experience and habits 
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of thought, and might well leave this island in a more 
dangerous and exposed position than ever, as the outward 
limb of a paralysed y, the of a rudderless ship. 
Americans, who are ready to de unk everything else, never 
criticise their Constitution, and the British view will be 
hard for them to understand. But the point must be 
made, and made clearly, lest irreparable misunderstanding 
follow. 

The fundamental principle of the American Constitu- 
tion is that of checks balances. It springs from a 
double distrust of government—first, of government 
as tending to encroach on the rights of the individual ; 
and secondly, of the federal government as tending to 
encroach on the rights of the States. Accordingly, a 
system was erected which puts the maximum of negative 
powers in the hands of minorities. The American Con- 
stitution was deliberately designed (it is hardly an 
exaggeration to say) to make it difficult for anybody to 
do anything. There is a premium on opposition (a clearer 
example could hardly be wanted than that which is under 
our eyes), and there are twenty chances of saying No to 
every one of saying Yes. Moreover, the system makes true 
leadership difficult. In Great Britain, when the Govern- 
ment decides on its policy, more than half the members 
of Parliament are pledged to expound and defend it in 
their speeches, in their writings, in all their contacts 
with the electorate. Popular consent is needed in Britain 
as in America, but here the dice are loaded in the Govern- 
ment’s favour, there in the Opposition’s. 

It is not for an Englishman to express an opinion on 
the suitability of the American constitutional system for 
America’s domestic needs. But when it is proposed to 
project the same system on to the international plane, 
and to apply it, not to a union of contiguous States with 
many more interests in common than at issue, but to two 
nations of very different structures and geographical 
positions—albeit with a common tradition and a common 
purpose—then the Englishman can legitimately raise 
his protest. The objection is not to the placing of limita- 
tions on the power of the Government—still less of a 
joint British-American Government; there can, and 
should, be such _ limitations—indeed, that is the 
difference between democracy and _ totalitarianism. 
There is also no insuperable objection to putting the 
limitations on paper—though the English tradition would 
rather trust in “ that stern intractable sense of that which 
no man can stomach and still be free.” But when the 
proper province of the state has been marked off, Govern- 
ment must be free to act within it with decision, prompt- 
ness, courage, consistency and forethought. How else can 
a successful diplomacy be pursued against the crafty 
schemers of iess scrupulous Chancelleries? How else can 
forethough be employed to accumulate sufficient power 
behind the forces of decency, and sufficient decision be 
summoned up to use it at the right moment? 


The Negative Principle, 


The task of democratic Government is difficult enough 
in any case. Mr Churchill, speaking in the House of 
Commons this month, asked if it was realised 


how strong the negative principle is in the .con- 
stitution and work of the British war-making machine. 
The difficulty is not to have more brakes put on the 
wheel. The difficulty is to get more impetus and force 
behind it. At one moment we are asked to emulate the 
Germans in their audacity and vigour and the next 
moment the Prime Minister is being assisted by being 
surrounded by a number of “No” men to resist him at 
every point and prevent him from making anything in 
the nature of a speedy, rapid, and, above all, positive 
constructive decision. 


If that is the present state of affairs under the British 
Constitution, which is both centralised and unitary— 
at a time, moreover, when the legislative powers of the 
Government are unlimited—can it really be pro 

that the great issues of State should be put in the 

of an authority which would be infinitely more inhibited 
by the negative principle? It is no answer to say that 
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British Governments do not always show foresight or 
courage. There is the risk of Baldwinism—but 
OE ee ee ee ee 
from showing foresight or courage ; within living memory 
there have been several Governments that showed both 


qualities. But the past eight years have given an almost 
perfect example of the prohibitions that the American 


system of the division of _— im . Mr. Roosevelt 
has been a “ stronger ” ident any of his pre- 
decessors in modern times ; there is no doubt that he has 
seen the crisis of civilisation coming a long way off, or 
that he would have the courage to act decisively if it rested 
with him alone. But, for all that, America has met the crisis 
less prepared, materially and spiritually, than Baldwinian 
England ; and she has not yet fully made up her mind 
to act. Let it be repeated that this is not said in criticism 
or in reproach, but merely by way of supporting evidence 
for the belief that, whatever may be true of America, 
Britain in her exposed position cannot afford to accept 
any more checks and balances to a democratic Govern- 
ment’s powers of decisive action. 

If the dilemma were posed of union on Mr Streit’s 
terms or no union at all, then the choice would indeed 
be a hard one. But there is no real reason to believe that 
this is the choice. A generation ago exactly the same 
false dilemma was posed among the British nations them- 
selves. In the last war, the air was thick with plans of 
Imperial Federation and there were many who could 
see in this the only alternative to a steady drifting apart 
of the nations that had been drawn together in the 
comradeship of war. But it was not so. Paper schemes 
of federation were decisively and unanimously rejected. 
Indeed, it was not until the last tenuous bonds of 
obligation were deliberately snapped that the idea of 
Commonwealth reached its fulfilment—and we are seeing 
to-day that the unity is all the more real for being less 
formal. Britain can claim that her Commonwealth of 
Nations is the only union of fully free and wholly 
sovereign States that has ever worked in a crisis—and 
its constitution is a denial of all mutual obligations 
between the members, save only understanding and 
loyalty. 

It is for these reasons that the order of ideas repre- 
sented by Mr. Streit’s book is to be deplored. It 
is not that the object is imacceptable—quite the 
contrary: there is nothing in public affairs more 
worth working and fighting for than the closest 
possible unity of the British and American States 
and peoples. It is not that, in the face of the need 
for unity, there would be any clinging to narrow 
national sovereignties for their own sake. It is because 
the method that Mr Streit proposes would defeat his 


NOTES OF 


The First Arrival 


We are grateful to Rudolf Hess. In a war in which 
the chief characteristic of the enemy has been iron efficiency 
and ruthless planning, Hess has provided the first genuinely 
romantic episode. The Fuehrer’s deputy taking off alone 
in a plane, the parachute descent in the fields of Scotland, 
the kindly ploughman, the final visit of confirmation by a 
Foreign Office official flown’ by special plane to Glasgow 
—all this has the genuine movement and excitement 
of the best thrillers—a Thirty-Nine Steps or a Greenmantle. 
Why did Hess undertake this astonishing journey? We 
have been fed so long upon “internal collapse,” “ dissent 
between the German leaders,” “ crippling rivalries,” and the 
rest, that now when an incident occurs which seems to 
bear out the old hopeful prophecies, we feel chary of 
casting Hess for the réle of rat, or of believing that the 
Nazi ship is sinking. Nevertheless, we can agree with the 
Prime Minister that the journey of Hess is evidence of a 
“maggot in the apple.” We can be less certain of the 
reason for the inner disintegration. Both British and 
German sources are now agreed that Hess came on a peace 
mission. His intention was to establish contact with circles 
already known to him in this country and to attempt some 
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however, will certainly be beneficial—the fostering of 
the greatest possible interchange of contacts, 
There should be, after the war, a eme of financial 
assistance, provided by the two Governments, for any 
citizen of one nation who will visit the other, not as a 
tripper but as a serious student—the assistance might 
well take the form of very cheap ocean passages. 
should be a doubling and redoubling of institutions such 
as the Rhodes Scholarships and the Commonwealth Fund 
Fellowships. As between the Governments, too, there 
should be an effort to build up a continuous traffic of 
men and ideas. The Ambassadorship in Washington 
should never again be held by any but a member of the 
Cabinet ; and the precedent that is growing up in war- 
time, whereby nearly every British Government Depart- 
ment has one of its senior officials continuously in 
Washington (with an only slightly smaller concentration 
of American talent in London), should be faithfully 
followed in peacetime. By this means there would, in 
time, be no front-rank politician or leading Civil Servant 
in either country who had not had first-hand contact with. 
the problems of the other. It is by means such as these, 
widely practised and steadily continued, that mutual trust 
and understanding can be built up. The method is less 
spectacular, but more likely to be productive. 

What is required of the two nations is a full recog- 
nition of their fundamental unity of purpose, the 
establishment and maintenance of continuous mutual 
contact, the creation of confidence through knowledge 
and frankness, the instinctive assimilation of loyalties. 
These are difficult aims ; but if they are achieved, formal 
constitutions will not be needed ; and if they are not 
achieved, no paper document, however venerable, will 
bring agreement out of dissent. 


THE WEEK 


sort of rapprochement. The burning question is, of course, 
what kind of rapprochement? The Germans, seizing 
wildly on the only story which gives their propaganda an 
outlet, claim that Hess, a great but misguided patriot, flew 
to Britain to persuade the people to spare themselves the 
horrors awaiting them by driving “the Jewish murderer, 
Churchill ” from office and coming to terms with Hitler. 
The British reports tally with this only in so far as they 
suggest that Hess wished to reach some understanding 
with Britain. The nature of the understanding is, naturally, 
quite different and remains uncertain. Some sources hint 
that Hess wishes to end the war in order to spare the 
Germans the horrors of aerial bombardment, others that 
the stars to which Hess—and Hitler—are addicted, pro- 
phesy disaster for the Nazi regime ; again others that Hess’s 
name, while second in the list of succession, is first on the 
list of liquidation, and Britain is the only country where 
he can hope with impunity to become the Trotsky of the 
German Revolution. None of these reports carry as much 
conviction as the interpretation of Hess’s flight which 
links his action with the current negotiations between 
Germany and Russia. Germany’s Left Wing, it is said, has 
carried the day. A-far-reaching agreement of co-operation 
may be announced in the near future, and Hess, belonging 
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bility of a vast Nazi “ plant” must, therefore, be borne in 
mind. However, it need not deter the British Governmient 
from making the fullest use of Hess for propaganda to the 
Germans. However skilfully Goebbels may plug the “ peace 
mission” line, nothing can reverse the first damaging 
denouncement of the Fuehrer’s Deputy as a madman, 
subject to increasing delusions. British propaganda has an 
opportunity such as it has never enjoyed before. It must 
not be lost. 


* * * 


Minister for Production 


Mr. Churchill has now indicated what Lord Beaver- 
brook’s new work is to be. The Defence Committee of the 
Cabinet, of which the Prime Minister is chairman, has two 
tasks, the supervision of war supplies and the direction of 
operations ; and the new Minister of State is to be deputy- 
chairman in regard to supply, while Mr Attlee is deputy- 
chairman in regard to operations. Hitherto Mr. Churchill 
normally presided over both sections of the Committee, 
and it is not yet clear whether Lord Beaverbrook will have 
any more actual authority in supply matters than Mr Attlee 
has in operations. But, at least as Mr. Churchill’s delegate, 
Lord Beaverbrook’s job will be to see that tanks, munitions, 
aircraft and all kinds of war material are forthcoming, and 
he will be authorised to say the deciding word on their 
respective urgency. In effect, he will be in day-to-day 
charge of war production, and it will be interesting to see 
how his relations develop with the Production Executive, 
the committee of Ministers in charge of economic depart- 
ments, which was set up in January under the chairmanship 
of Mr Bevin. In a recent report of the Commons’ Select 
Committee on National Expenditure, it was commented 
that the changes of last January had worked as a great im- 
provement, but that, as late as March, there were still 
priority difficulties ; and it will be a specially congenial task 
for Lord Beaverbrook to enforce upon the departments 
these decisions about what is to be produced and in what 
order. By temperament, he is not likely to be patient with 
the failure of the departments concerned—described by the 
Select Committee as “too strongly buffered from outside 
contacts ”—to respond to information and criticism ; and 
his rdle as “referee” (Mr Churchill’s phrase) will certainly 
not be a passive one. It is still possible to doubt whether 
Lord Beaverbrook has the broad and articulated conception 
of economic strategy that its best direction requires. But 
this may not be needed. Primarily, the Minister of State 
will be the War Cabinet’s executor in supply matters ; and 
the strongest possible guarantee of his capacity to compel 
departments to work to order—and in order—is the diffi- 
culty he himself found, as a departmental head, in fitting in 
with less forceful people. 


* * * 


Bombs and Bombing 


The latest German raids have underlined the lessons 
of recent air developments. The attack, both German and 
British, has increased in striking power, though distance 
still operates against the RAF and will continue to do so. 
The raids of the last week on London and Mannheim rank 
among the heaviest of the war so far. The defence, too, has 


. rapidly advanced, and here the British forces, operating 


over a compacter and more defensible area and employing 
a quicker ingenuity in the solution of technical problems, 
have a clear lead. It would be premature to say that the 


‘. night raider is in sight of being beaten, though the German 


losses in moonlight—133 in the first eleven nights of May 
and thirty-three on the night of the latest raid on London 
represent something not too far off a deterrent rate of 


. loss. On dark nights, the bombers cannot find their targets 


so well as in moonlight ; but the night-fighters still cannot 
find the raiders in numbers without the moon to help them. 
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short, and although a rai j 
Brest, Hamburg and, possibly, Mannheim, like the heavy 
German raids on crowded ports in Britain, do appreciably 
influence the day-to-day conduct of the war, it is still very 
doubtful whether night bombing can be at all decisive. The 
effects of bombing on actual war activities can be repaired 
with notable rapidity, and can only be cumulative if the 
raids are more or less continuous. The effects on civilian 
life are more serious, but these also can be mended, and 
there is no sign that the will to carry on has been weakened 
—which is the only way in which a spiteful and destructive 
raid like last week’s on London could acquire any military 
value. The opinion has been strengthened that, in the air, 
command of the sky in daylight and over battlefields and 
combat zones is likely to be the only decisive factor. 


The Monthly Toll 


The first announcement of shipping losses on a monthly 
basis is shown in the accompanying table, together with 
previous figures on the same basis. British, Allied and 
neutral ships sunk in April amounted not far short of half- 
a-million tons gross. High losses were exepcted ; the April 
total includes 189,500 tons sunk in the Greek campaign ; 
and it is possible that the general total may still have to be 
raised as further ships are posted overdue and later news 
comes in. Indeed, it would be difficult to understand why 
this statement was made only ten days after the end of 
the month, were it not for the fact that some authoritative 
statement was needed to counter a number of misunder- 
standings which had arisen in the course of the American 
talk about convoys. The American people now have some- 
thing like a vested interest in British losses. But experience 
has shown how greatly ten-day old figures may have to be 
altered. Publication of the figures for the last week of 
March was delayed by the usual ten days ; but the total for 
the whole month has now been given as 489,229 tons com- 
pared with the previous announcement of 394,417 tons for 
28 days ; and if the April total were to be revised by only 
half as much as the March figures were raised, the com- 
bined total for these two months will reach the disturbing 





MONTHLY SHIPPING LOSSES 





In s tons British, 

—_— : Allied and Allied and 

British Neutral Neutral 

Average Sept. 1939-April, 1940 83,900 71,000 154,900 
May, 1940 sass wwe, 95,200 ~—«21'73,500°~=——«248,700 
June Be rm a ... 269,800 264,100 533,900 
July ae “ab nike ... 290,300 115,600 405,900 
August So a ... 282,400 105,100 387,500 
September 307,400 128,100 435,500 
October ... 299,400 124,200 423,600 
November 299,800 69,000 368,800 
December 230,300 82,900 313,200 
January, 1941 205,500 100,500 306,000 
February ... we dhe ... 264,500 69,500 334,000 
March ... te “A .. 826,600 162,600 489,200 
April 293,100 195,000 488,100 


Average May 1940-April 1941 _ 262,000 132,600 394,500 


height of over a million tons. Apart from the special cir- 
cumstances of this first monthly announcement, which 
came at a time when all sorts of statements were being 
bandied about concerning the gravity, real or alleged, of the 
Adantic position, it is clear that a time-lag of two or three 
weeks would be less misleading and would satisfy one of 
the declared purposes of changing from a weekly to 2 
monthly basis. Pending revisions, the April figures do give 
some appreciable encouragement. The considerable propor- 
tion of the April losses due to the Greek campaign suggests 
that in the Battle of the Atlantic the enemy has not been 
able to keep up the grievous toll in March. Of course, 
this was to be expected when the main weight of the battle 
and a considerable proportion of shipping activity were for 
the time transferred to the Mediterranean; and in 
any case, by themselves, these figures of losses may give 
a very distorted picture, in the absence of information about 
the ratio of sinkings to safe arrivals and to the amount © 
damage caused to ships and cargoes. This, of course, 1S 
one of the reasons given ‘by the “secrecy school” for 
suppressing the figures altogether. Actually, the enemy 
cannot be markedly aided by these announcements, and in 
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the present circumstances of the war, the need for the 
public, American as well as British, to be given all possible 
information is inescapable. 

* * x 


Quiet in Africa . 


It has been a quiet week in Africa, partly because of 
the sandstorms raging round Tobruk and Sollum. The 
military position is unchanged, but the number of prisoners 
seized in sorties and patrols is increasing steadily. The real 
fighting has been on the sea, where the Germans launched 
an unsuccessful attack on a British convoy and the Navy 
bombarded Benghazi, and in the air where the RAF are 
keeping up a continuous strafing of the aerodromes at 
Benghazi and Derna and harassing reinforcements and 
supplies as they come up. To an astonishing extent, the 
air initiative rests with the RAF. The Axis air fleets do 
not seem to be making much attempt to destroy British 
positions by preliminary air attack. Possibly the limitations 
which transport and supply place on air activity have led 
the Germans to shepherd their resources against the day 
of the next lightning attack. In their strategy the bomber 
is above all designed to act as heavy artillery support to 
advancing columns, and to this may be due the onesidedness 
of the aerial activity above Libya, but it is difficult to 
see how the Germans hope to be successful in a desert 
attack undertaken at the height of the summer heat. In 
Abyssinia, the weary pursuit of the remnants of the italian 
army continues. The next strong point is Amba Alagi. It 
is uncertain how much further the Duke of Aosta’s forces 
can withdraw without becoming demoralised or sur- 
rounded. Their immediate aim is of course to keep pockets 
of resistance intact until the rains put an end to all cam- 
paigning, and they may still entertain some distant hope 
that, by the autumn, Germany will so have altered the 
balance of power in Europe that they will be reinforced 
and relieved. Even if the hope is vain, their continued 
resistance serves the purpose of diverting supplies from 
other fronts. Meanwhile, the Emperor Haile Selassie has 
re-entered his capital in triumph on the fifth anniversary 
of the entry of the Italian troops. It is only right that the 
first King to be dispossessed by the Axis should be the first 
King to be restored and his return is a happy omen, how- 
ever remote the likelihood of restoration may seem in 
Europe. It cannot seem much more remote than Haile 
Selassie’s in May, 1936. The Abyssinian empire remains 
at war with the Axis Powers and Haile Selassie has offered 
the Allies an army of seasoned fighters for us on any 


front. 
* * * 


‘* Stabilisation ’’ in Iraq 


The revolt in Iraq drags on. Although the British 
forces are in complete control at Habbaniyah and Basra 
and have recaptured the important desert post of Rutba, 
there has been no news from Baghdad, save for the false, 
or at least premature, report that Rashid Ali has fled. The 
situation is described as “ stabilised,” but how can a situa- 
tion be stabilised while the rebels still control the capital 
and—even more important perhaps—the Mosul oilfields ? 
How can a situation be stabilised when the lawful Regent 
is still out of the country under the protection of the Emir 
of Transjordan ? How can a situation be stabilised while 
there are still at large some 20,000 Iraqi troops who have 
given no evidence that—whatever the opinion of the British 
authorities—they think “the revolt is petering out”? It is 
a confused and confusing situation, and the amateur strate- 
gist must be excused some bewilderment when he 
remembers the unanimity of military opinion on the im- 
portance of the time factor. Two weeks have passed since 
Rashid Ali’s first appeal to Berlin, and although it is now 
almost certain that his coup misfired and interfered with the 
timing of the German plan for the Middle East, the appa- 
rent dilatoriness of Britain’s counter-measures seems to be 
bringing the timing back to its original schedule. Von 
Papen is on his way to Ankara and. Rashid Ali’s Defence 
Minister, Sayid Naji Shawkat, has arrived in Turkey, 
ostensibly to confer with the Turks, probably to receive 
his marching orders from Hitler’s envoy. In the meantime, 
the negotiations between Germany and the Vichy govern- 
ment are ended, and it is all too likely that “colla- 
boration” in the Colonies, particularly in Syria, is to be 
the price paid for economic concessions. On the outcome 
of these concessions, then, the Iraqi campaign may well 
depend. The Germans have almost certainly demanded the 
use of airfields and the co-operation their use entails. If 
Vichy suggests there is nothing in General Dentz’s history 
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ship with King Peter’s Government, Jugoslavia, together 
with Norway and Belgium, have been formally deprived ‘of 
Russian recognition and the Kremlin has wi wn its 
diplomatic representation on the grounds that these ‘Powers 
have lost their sovereignty. The move has been variously 
interpreted, some maintaining that Stalin was primarily 
concerned to coerce the British Government into a recog- 
nition of the Russian conquest of the Baltic States, others 
that, on the well-known principle of lightening the sleigh 
when wolves are in pursuit, Stalin is throwing overboard 
a number of embarrassments which might at some time be 
used by the Nazis to pick a quarrel, This in ion is 
borne out by Russia’s sudden and otherwise inexplicable 
recognition of Iraq, a country whose independence the 
Russians have hitherto refused to admit. Here desire to 
conciliate the Nazis may even be going as far as active 
co-operation. One of the most encouraging features in 
Rashid Ali’s revolt has been the disapproval and reticence 
of the neighbouring States. To this atmosphere of ostenta- 
tious non-co-operation, Soviet Russia’s recognition is a 
striking exception and, by their geographical position, the 
Russians are in a position to exercise some pressure upon 
Iran and, if acting in concert with Germany, very con- 
siderable pressure upon the Turks. The Russians have 
attempted to explain the incident away by saying that the 
request for recognition came from the Iraqi side and that 
it was a repetition, without any limiting condition, of 
an offer made during 1940, to which had been coupled the 
proviso that Russia should at the same time recognise the 
independence of the Arab States. The invitation very 
probably came from Rashid Ali. No one is more anxious 
for foreign recognition than the ruler of an upstart 
regime. The serious point is that Russia should choose 
a time when a Government of very doubtful legality is 
occupied, with Nazi backing, in a struggle against Britain, 
to accord it official recognition. 


* as th 


Civil Defence — 


The country’s 1,400 fire services are to be transferred 
from local to State control. The responsible authority will 
be the Home Secretary (in Scotland, the Secretary for 
Scotland), and since the purpose of the change is to organise 
fire-fighting in larger units to facilitate co-ordination and 
mobility, the regional framework provided by the areas of 
the twelve defence commissioners will be used. Once again, 
the right step has been taken, far too late. The only way 
in which reforms in civil defence can be secured is by 
lengthy campaigns of criticism during which the faults com- 
plained of remain to plague bombed districts. In his last 
broadcast, Mr. Churchill paid tribute to the work done by 
local authorities in the bombing, but actually this praise 
needs qualification. In improvisation under fire and in the 
devotion and endurance of individual officials, there have 
been a host of local triumphs; but in planning, prepared- 
ness and adaptability there have been grave shortcomings. 
At the outset, it was inevitable that air raid precautions 
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should be entrusted to the local authorities as agents; ARP 
is local and intimately associated with local services, and 
Soechotion baa, i slocon bea sory eal Gieurcnan tad 
organisation has, in very nearly trous, 
nowhere more so than in firefighting. No system of local 
control is more variegated and anachronistic than the fire 
services, many of which, though jealously independent, are 
still no more than offshoots of the police station or the 
parish pump. Now, under the charge of Mr William 
bane, Parliamentary Secretary to the Ministry of Home 
Security, there is to be the chance to alter this ; and the 
question whether all ARP should not be put under similar 
control and direction is inescapable A private motion has 
been tabled in the Commons to set up a Ministry of Civil 
Defence, to concentrate authority for all the activities, fire- 
fighting, the warden service, shelters, evacuation and first- 
aid, which are now scattered among three or four Ministries 
—and left to the local authorities. It is not really the local 
authorities that are ultimately to blame for the slow, slip- 
shod state of many of these activities ; they are just not 
competent. What has been lacking is foresighted and 
vigorous direction from above and close and efficient co- 
operation over wide areas ; and a Ministry of Civil Defence, 
possibly with only a small central bureau at the Home 
Office, but with a dozen or so well-staffed and energetic 
departments in the defence regions, might shore up the 
defence of the realm at a score of weak and vulnerable 


points. 
+ * * 


A Pool of Merchant Seamen 


An Essential Work Order has been applied to the mer- 
chant navy which, in effect, prevents the men already in 
it from leaving it and empowers national service officers to 
bring back members who have already left it. A Merchant 
Navy Reserve Pool is to be established consisting of persons 
qualified to be officers or ratings of the merchant navy, but 
for the time being not so employed. All persons who were 
so employed within four weeks before May 26th, the date 
upon which the order comes into force, automatically 
become members, as do also persons in the reserve whose 
employment ceases unless they are immediately re-engaged 
by the same employer. The Reserve is under the manage- 
ment of the Shipping Federation, and members must 
accept any employment or undergo any training which 
may be notified to them by the Federation with the 
approval of the “appropriate society” (one of a specified 
list of trade and professional unions), or by a National 
Service officer. Conditions of service are to be determined 
by the National Maritime Board, or, in the case of radio 


’ officers, by the Federation and the Radio Officers’ Union. 


Employment may not be terminated on either side without 
the consent of the appropriate society, and, except for 
serious misconduct, with the written permission of a 
National Service officer. Local Appeal Boards are provided 
for the hearing of appeals against dismissal for serious mis- 
conduct or of grievances in respect of the National Service 
officer’s exercise of his right to grant or refuse permission. 
Members of the Pool may not be engaged without the per- 
mission of the Federation and the appropriate society, and 
persons engaged in shipping services or in the provision of 
wireless transmitting apparatus, and radio officers for ships 
may only engage employees from the Pool. Members of 
the Pool may not engage themselves otherwise than as 
officers or ratings of the merchant navy, through the 
medium of the Federation. This moderate and well-safe- 
guarded measure of compulsion is intended to secure that 
workers are always available to meet the requirements of 
shipping, and to make provision for reliefs, training and 
refresher courses. It is a pity that its scope could not have 
been widened to include men who have been out of the 
service for longer than four weeks. 


Speculation in Foodstuffs 


The exchange of statements between the Ministry of 
Food and the Food Price Investigation Committee of the 
North Midland Region is perhaps a trifle unedifying for 
the general public. Food speculation in war time is a 
serious crime, as the Ministry of Food would be the first 
to admit. Thus, it is somewhat difficult to understand the 
purpose of the statement, issued by the Parliamentary 
Secretary to the Ministry, to the effect that Lord Woolton 
considers undesirable disclosures made by the Committee 
regarding two cases of speculation ; and that the undesir- 
ability is increased by the fact that the Ministry was 
contemplating judicial proceedings and that the Ministry 
was itself the original source of the information. The 
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defence of the Price Committee is to deny the fact—to 
submit that in one case at least there was no question of 
judicial proceedings being taken and that in neither case 
was the Ministry the original source of the information. 
On the question of fact, it is probable that deadlock can 
only be avoided by some face-saving formula i 
misunderstanding or misinterpretation. But the incident 
raises a more important question of principle. Suppose 
that the Ministry is correct in claiming that it deserves 
sole credit for detecting the speculation and will shortly 
prosecute, is there any reason in the public interest why 
the facts should not be published by the Price Com- 
mittee? Is there any reason why the Ministry should 
claim a monopoly in the matter or seek to copyright its 
knowledge? The aim of both bodies is to eliminate food 
speculation, and publicity is a valuable instrument to that 
end. The quarrel smacks of official pettiness and should 
give place to an attempt to provide effective protection 
for the consuming public against the sharp practices that 
are admitted by both parties to be going on. 
* * x 


Essential Work 


The Essential Work Order is to be applied to coal- 
mining and, not improbably, to building. These are bold 
steps. In future, in these two industries, no worker will be 
able to leave or be dismissed without official sanction ; and, 
in return, every worker will be guaranteed a minimum 
weekly wage. It so happens that neither in mining nor in 
building can work be relied upon to be continuous, which 
means the likely risk of paying the guaranteed wage for no 
work. But the Essential Work Order is necessary. Miners 
have been drifting away from the pits ever since last year’s 
loss of markets in Europe, and not even the current urgent 
demand for a 10-15 per cent higher output has stopped 
them. In building the trouble is poaching from one site to 
another. In both ways the Essential Work Order will help, 
and all that is needed now are purposive and effective 
means to bring back old workers. Appeals have had some 
results, but not very many. All ol dminers will be asked 
to register, which will be useful information, though it will 
not bring them back to the pits. 

* * * 


Concentration in the Press 


On Tuesday, in the Commons, on the adjournment, 
the question was raised whether, in the national interest, 
the plant and labour of newspapers and periodicals should 
not be concentrated, and the Government’s answer, in 
brief, was that, after careful consideration, it had been 
decided that such a step was neither necessary nor desir- 
able. The suggestion that the Press should voluntarily seek 
ways and means of “telescoping” is a good one; but, 
unless it is proposed to restrict the number of newspaper 
readers, to cut down the number of newspapers would 
save little or no paper ; and it would be hard to shut down 
any section of the Press without at any rate risking the 
appearance of curtailing the free expression of opinion. 
Supplies are already severely limited, and Captain Water- 
house argued that further release of labour, materials, 
factory space and plant by concentration would not be of 
any appreciable magnitude. Probably he somewhat over- 
stated the case for leaving the Press alone, for 
which every trade can easily find reasons. If 
the Press can contribute further it must be prepared to do 
so. There are organs which are not primarily expressions 
of opinion at all, but rather ancillary to activities which in 
wartime have ceased to be significant ; and in a number of 
cases, among women’s journals, for instance, some merging 
for the duration of the war would be conceivable. But the 
amount of resources that would be released would be small. 
In September, 1939, 11,100 tons of paper were used weekly 
by newspapers and periodicals; now the figure is 3,200 
tons, a reduction of 75 per cent. It is true that much less 
labour has been released—perhaps a quarter or a third— 
largely because there can be no pro rata reduction in the 
labour force, since practically the same number of people 
are required to print or publish a newspaper however 
much it may be cut down. On the labour side, of course, 
skilled printing operatives can be invaluable for training in 
war work, and the absurdity of the present position is that 
when these workmen are de-reserved they are swallowed 
up by the Forces. 

* * od 


Motors and Motives 


There is considerable perturbation in the motor trade. 
The trade has been hard hit by the wartime decline in 
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motoring, but sympathy should not be undiscriminating, 
and some of the views that are at present being expressed 
in tae Oe noel 4 Dose aoe aa Oe ta oe 
motoring or instance, since i 

ration only adds up to 2} million gallons a 
tons or three tankers a month, any saving that could 
made by cutting out joy-riding and wa 
negligible. The case for abolishing the basic ration, whi 
is that no one then could use any petrol at all without a 
permit granted after ascertainment of need, is not met at 
all; and the possibility that, in the war context, almost 
every motorist’s basic ration may be “waste” is just not 
seen. It is true, of course, that it is the job of trade repre- 
sentatives to speak ex parte—which must, incidentally, be 
very troublesome in a corporate State where sectarianism 
is made a constitutional virtue. It is understandable, for 
instance, when another motoring journal complains that 
co-operative societies are buying petrol filling stations. But 
for the journal to attack this development, on the ground 
that it might menace “ price protection” after the war, 
because the societies might intend “ working on a smaller 
profit ratio,” is none the less pernicious. The motor trade 
will not help itself to regain its feet after the war by restric- 
tive practices ; nor will any other trade. 


- * * 
Permits for Cars 


Anxious discussion is going on about the price of 
used cars. In March, 1939, one-year-old 8, 10 or 12 h.p. 
cars were sold at about 25 per cent below their original 
price ; now one-year-old small cars are priced at 22} per 
cent above their original cost. Two-year-old small cars in 
1939 were sold at over 50 per cent below their original 
price ; now two-year-old cars command their new price. 
The cause is, of course, the shortage of cars, since neces- 
sarily, and very rightly, no new ones are being made, but 
the trouble is that people who must have cars for business 
purposes are heavily mulcted. There is a wide opinion that 
Government control does not go far enough. Present prices 
do, admittedly, reflect the state of supply and demand, but 
the solution would be to restrict demand ; sales could be 
forbidden except to buyers with permits to buy for essen- 
tial purposes. And from permits to buy cars to permits to 
use them is only a short step. It is not perhaps probable 
that those who oppose any cut in the petrol ration would 
favour the deliberate restriction of rationing in this way ; 
but it is absurd to maintain at one and the same time the 
right of every man to be a motorist and the right of every 
motorist to reasonable car prices. This is wartime, and 
there are many reasons, economic, stategic, industrial and 
defence, why the further physical curtailment of civilian 
motoring might be desirable. 


* * * 


Parents’ Remittances 


Discussion around the desirability of remitting to 
America and Canada sums for the support of evacuated 
children has now reached the “parliamentary question ” 
stage. The matter has been raised by Mrs. J. R. Rathbone 
in a question to the Chancellor of the Exchequer. The 
proposal takes two forms: that existing exchange restric- 
tions should be lifted in order to permit the despatch by 
parents of regular sums to America for the support of 
their own children ; and for permission to create a fund 
in this country to be invested in Government savings for 
the duration, and to be given at the conclusion of hostilities 
either to an American charity or the New World hosts of 
British children. It is implicitly recognised that the contri- 
butions would in neither case compensate the American 
and Canadian families which have received British children, 
and there is good reason to believe that the sum involved 
would be correspondingly small—in the nature of a token 
thank-offering. None the less, relaxation of the present 
exchange restrictions, by however little, would diminish 
the capacity of this country to wage war. Such gold and 
exchange as Great Britain can muster for despatch to 
America must, at present, be used for the purchase of 
goods not within the scope of the Lease-Lend Act, and 
the generous impulse must be curbed for the general good. 
As regards the second proposal, that a fund should be 
created for post-war transfer and blocked for the duration, 
the position is rather different. The proposal is fully in tune 
with the requirements of war-time financial policy, requir- 
ing, as it does, extra economy in consumption. Ind 
those parents who have been relieved of the ability to 
provide for their children during the war have had spend- 


Mr. Eden’s decision to call on Sir Malcolm Robertson 
to prepare a report on the Diplomatic Service will be wel- 
comed by many critics who, arguing from the manifest 
weakness of British diplomacy 
apparent lack of information—illustrated by such incidents 
as the Rashid Ali coup—put the blame upon the methods 
of recruitment for the Foreign Office and demand that an 
infusion of new blood be made to weaken the aristocratic 
complexion of a corps which has to live and work in a 
world from, which the traditions of aristocracy have fied. 


the actual practice of British diplomacy eo moan * not 
been as ineffectual as some critics suggest. 

macy abroad demands resolute policy at home and, ulti- 
mately, the sanction of sufficient material force. Since the 
last war British diplomatists in the field have had behind 
them neither firm policy nor the promise of force to back 
up decisions already taken. If they are criticised on the 
grounds of weakness and vacillation, the charge should also 
be laid at the door of the Governments they have had to 


criticism is perfectly valid. If the diplomatists have not been 
served by their Governments, neither do they appear to have 
served their Governments adequately in the vital sphere 
of information. A sound foreign policy must be based on 
valid premises—the political conditions in foreign coun- 
tries, the economic and social significance -of different 
groups, the influence or lack of it of the leaders—and the 
first duty of a diplomatist is to see that ‘his Government is 
fully and exactly informed. The qualities especially needed 
are sound judgment, a lively interest and the power to 
generalise from individual instances, and these qualities on 
the whole depend upon education and tradition. It follows 
that the critics who blame the present methods of recruit- 
ment on the grounds that it is confined to candidates who 
have enjoyed the advantages of public school and univer- 
sity education are missing the real point of the problem 
Diplomacy by its very nature demands such training. The 
present methods of recruitment surely fail because they do 
not ensure that the most intelligent members of the 
educated classes are recruited for the Diplomatic Service 
and to the criticism of faulty recruitment must be added 
criticism of a routine and a training after admission to the 
Foreign Office which appears ‘to stultify whatever qualities 
of energy and initiative the candidate possessed on entry. 
In a world in which the direct business of diplomacy is 
and will be ever increasingly conducted by the Govern- 
ments themselves, information is the vital function of the 
diplomatist, and he will fail if his education and tradition 
and diplomatic training, instead of giving him mental 
energy and a universal curiosity, have narrowed his mental 
interests to the social life of a diplomatic clique. 
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ITH the development of a major Atlantic front, the 
W stratesical outposts of the African continent are taking 
on military significance. Portuguese Madeira, the Spanish 
Canary Isles, sixty miles from the coast and halfway 
between Spain and Dakar, the Portuguese islands of Cape 
Verde, 350 miles west of Dakar: all these lie athwart the 
stream of British traffic from South Africa, Australasia and 
the Far East; and, in enemy hands, they could threaten 
Britain’s commercial routes to South America. The third 
group of islands, the Portuguese Azores, have potentially 
even greater strategic importance, since they are a natural 
stepping-stone between the two continents, 1,000 miles out 
from Portugal and another 2,000 miles on to Bermuda. At 
Horta the American Clipper breaks its trans-Atlantic 
journey. : 

The islands are not important except by virtue of their 
geographical position. The Canaries are fertile, and their 
exports of fruit and vegetables and wine reached {£5 
millions in the year before the war. In return, manufac- 
tured goods, coal, iron and cement are imported. From the 
Cape Verde islands go coffee, oilseeds, salt and oranges in 
return for coal and fuel oil, The Azores import coal, 
timber, iron and machinery, and export butter and 
cheese and hides and straw hats; but none of the islands 
is economically of great importance, save, perhaps, for the 
luxury fruits, wines and vegetables of Madeira and the 
Canaries. 

It is as pawns of war that they have achieved import- 
ance. There are good harbours in all the islands, except 
Madeira, where Funchal is only an open roadstead. Horta, 
in the Azores, has a magnificent bay with deep water and 
a firm sandy base for anchorage. Only a south-east wind 
affects the harbour and, incidentally, the Clipper anchorage. 
In the Canaries, Las Palmas is the third greatest port of, 
Spain, and heads the list for tonnage cleared. It is an ex- 
cellent harbour of refuge of 156 acres, 50 to 60 feet 
deep, protected by a 2,025-yard breakwater. At Santa Cruz, 
there are oil and coal bunkers and 7,300 square metres of 
quay space, and at St. Vincent, in the Cape Verde islands, 
the Porto Grande is spacious and safe, with three coaling 
depots, two oil depéts and facilities for Diesel oil. The 
coaling station serves practically all ships going to South 
America. All the islands could supply seaplane bases, 
although the low clouds which hang over the Canaries 
through the summer are treacherous, and the Horta base 
is somewhat dependent on the direction of the wind. How- 
ever, the possession of the islands would give clear strategic 
advantages and would, for example, facilitate the work of 
Axis commerce raiders. 


‘* Preventive Protection ”’ 


Their advantages have long been recognised, and it is 
significant that at every crisis in Western Europe the ques- 
tion of their possession comes up. During the Spanish 
Civil War there were constant Axis accusations that Britain 
intended to seize the islands, and equally persistent 
rumours in Britain that Germany had established fuelling 
and submarine bases in the Canaries. Since the outbreak of 
war, these accusations have continued from time to time, 
and in recent weeks there has been such a spate of claims 
and counterclaims that, on May 9th, Dr. Salazar announced 
that the Portuguese Government had received no request 
or suggestion from any of the belligerents that they should 
“ preventively occupy” the Portuguese islands and that 
Portuguese reinforcements had already been sent to 
strengthen the garrisons on the islands. His statement may 
very well have been provoked by one of the latest contri- 
butors to the campaign of occupation, Senator Pepper, 
who urged the United States to “get tough” and occupy 
the Azores among other strategic vantage points. 

If any belligerent were determined to seize the Portu- 
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The Atlantic Islands 


(By a Correspondent) 


guese islands, it is doubtful whether Portugal disposes of 
sufficient force to resist them. The peacetime strength of 
the Portuguese army is ohly 2,551 officers and 26,424 men, 
and the navy is small—with only seven escort vessels, six 
destroyers, one torpedo boat, seven gunboats and three 
submarines. In the critical sphere of air power the Portu- 
guese have no independent air force, and their naval 
flying service has only twenty-four machines. 


South America’s 
Industrialisation 


[By A CORRESPONDENT] 


WARTIME difficulties in obtaining manufactured goods from 
Europe are leading to two main developments in South 
America. First, there is an increase in inter-Americarr 
trading (particularly with the U.S.A.); secondly, a powerful 
stimulus has been given to national manufacturing indus- 
tries—such as was given by the war of 1914-18—which is 
bound to lead to further permanent changes in South 
America’s principal imports. 

Argentina is primarily a farming country, and the lack of 
iron and coal militates against the development of manu- 
facturing industries. Even so, a recently published official 
census of industrial activities in 1938 already showed con- 
siderable expansion over the previous census in 1935, the 
total annual value of production having risen to 2,417 
million pesos (say £142 millions sterling) from 1,804 
millions (£106 millions). A further official report, covering 
the electric light and power industry during 1939, showed 
a marked growth since 1935, total sales of electric current 
having risen to 248 million pesos (£14,600,000) from 193 
millions (£11,300,000). 


The Promise of Brazil 


Industrialisation is most promising in Brazil, and already 
many lines of Brazilian manufactures are becoming in- 
creasingly competitive in other Latin-American markets. 
Brazil has already captured a large part of the cheap end of 
the cotton goods market in Argentina, even from Japanese 
competitors. Although undue optimism—particularly in 
view of the lack of skilled labour—may attach to Brazilian 
expectations that the new steel plant at Volta Redonda may 
make Brazil independent of imports of iron and steel within 
two years or so, the fact remains that the country is rich 
in iron ore and coal, and the site of the new plant is con- 
veniently situated in this respect, while the output of iron 
and steel has already grown steadily for some years. 
the new company’s authorised capital of 500,000 contos 
(say £6,250,000 sterling), the preference shares total 250,000 
contos and are stated to have been fully subscribed b 
Federal Savings Banks and Pensions Institutions in Brazil, 
while the ordinary shares will be taken up by the Federal 
Government for re-issue later to the public. 


Activity in Chile 


The output of Chile’s manufacturing industries remains 
very high, the average general index for 1940 showing 4 
rise of II per cent over the 1939 figure, while the average 
index of sales of industrial products was 7 per cent higher ; 
and there is practically no unemployment. Peru’s indus- 
tries had also already advanced to the extent of providing 
most articles of everyday use, while, as in the case of Brazil, 
Peru is negotiating with the U.S.A. with a view to the 
participation of the Export-Import Bank of Washington in 
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the needs of Southern Peru, as well as for the establish- 
ment of a rayon industry whereby the cost of rayon goods 
would be reduced by about 40 per cent compared with the 
imported article. 

Industrial development in Colombia continues to make 
steady progress, and expansion in this direction appears to 
be most marked in the Department of Antioquia. The com- 
bined capital and reserves of twenty-four of the principal 
industrial concerns in Medellin showed an increase during 
1940 from 41,163,000 pesos to 45,171,000 pesos (say 
£6,400,000 sterling), with a corresponding increase in the 
balance-sheet valuation of their assets. The increased pro- 
ductive activity of the textile industry was outstanding, 
and textiles hitherto have been Britain’s chief export to 
Colombia. 


Italy at War 


[BY A CORRESPONDENT] 


GERMAN and Italian representatives have just negotiated 
production programmes for the current year on the basis 
of the trade agreement of February. There is no doubt 
that Germany’s vastly increased share in Italy’s foreign 
trade is making itself felt. Without German coal and steel 
supplies, blockaded Italy’s heavy industry and railways 
would be at a standstill. 

In agriculture, Italy is able to feed her population with 
cereals (with rationing), but the further reduction of the 
fat ration from 28 ounces per month to 14 ounces shows 
that Italy, too, has a “fat gap” like Germany ; before the 
war Italy used to import roughly one quarter of her total 
fat consumption. The favourable sugar beet crop in 1940 
made it possible to increase the monthly sugar ration from 
17} ounces to 21 ounces. Vegetable and fruit exports, on 
the other hand, amounted in peace-time to one quarter of 
her total exports ; and under the new trade agreement the 
entire exportable surplus of fruit and vegetables will be 
supplied to Germany. In future, Italian fruit and vegetable 
growers will adjust their cultivation plans in such a‘ way 
that bulk exports to Germany may start when home-grown 
vegetables in Germany are short. Germany will, moreover, 
supply the necessary plant and machinery for the preserva- 
uon and drying of vegetables and fruit, which are to be 
exported during winter-time. 


In Search of Autarky 


Italy, though lacking resources of coal, iron and oil, 
nevertheless embarked on a programme of industrial autarky 
after the experience of economic sanctions in 1936. The 
Council for Autarky worked out the programmes, and the 
IRI (the Institute for Industrial Development) used State 
subsidies to finance a number of industries, such as 
electricity, steel, coal, light metals, artificial textile fibres, 
cellulose, synthetic rubber, engineering, and especially 
motor-cars and aircraft. . 

The output of electricity in Italy in 1940 is estimated 
at 17,000 million kwh against only 6,000 million kwh “in 
1936. Nearly 50 per cent of the railways have been 
electrified during the last seven years, thus reducing the 
import of coal. There has been hardly any increase in 
steel output, which amounted to 2.5 million tons in 1940 
against 2.3 million tons in 1938. The Council for Autarky 
planned a final steel capacity of some 8 to 9 million tons, 
to be produced mainly from iron deposits in Albania. The 
total output of crude oil in Albania in 1940 is estimated 
at some 250,000 tons, or roughly ro per cent. of the total 
supplies in 1938. Extensive resources of bauxite favoured 
the production of aluminium, which increased from 
13,800 tons in 1935 to an estimated output of roughly 
40,000 tons in 1940. The development of the production 
of cellulose from home-grown reed and beech wood has 
been equally vigorous. The manufacture of staple fibre 
and rayon is a leading’ industry in Italy, and American 
sources estimate that Germany and Italy accounted for 
roughly one-half of the world output of staple fibre. 

Italian domestic supplies of non-ferrous metals are in- 
sufficient for modern war industry, but there are ample 
supplies of mercury, pyrites, lead and zinc. Small quan- 





ago only lira 13,600 millions were subscribed. The dis- 
closed Budget deficit at the end of the financial year 1940-1 
amounted to lira 28,400 millions. i 

The system of rationing civilian m is not 
functioning as well as in Germany. A general tightening- 
up has been noted. In textile materials, the manufacture 
of a standard cloth has been decreed, and the admixture 
of staple fibre is fixed at 30 per cent for men’s cloth and 
at 40 per cent for women’s cloth. Stocks for the army 
as well as for export purposes were requisitioned ; and the 
manufacture of standard shoes was further developed. 
Successive reductions in the petrol ration show that 
difficulties in the supply of petrol are increasing. A petrol 
monopoly is in preparation. 


‘‘New Order’’ in Poland 


[FROM A POLISH CORRESPONDENT] 


May 5th. 
POLAND is an outstanding example of Hitler’s “ New Order.” 
While the other occupied territories are still treated by 
the Nazis as under war occupation, Poland has been given 
a “permanent” administration and a new system of gov- 
ernment corresponding with the Nazi plans for the “ recon- 
struction” of Europe. The first step after the Polish 
campaign was to incorporate the regained “ German ” terri- 
tories into the possessions of the Reich. As such were 
acclaimed all the territories along the former German- 
Polish frontier which the Nazis thought worth while taking 
over. The boundaries of the Polish territories fully incor~- 
porated into the Reich go far beyond any claim the Nazis 
ever made against Poland. They include, not only Danzig 
and parts of Upper Silesia, but also the whole of Pomorze, 
Poznan, parts of the Central Polish Voyevodships, includin 
the city of Lodz. The border line between the incorporate 
territories and the “General Government” has neither 
historic nor ethnographic justification ; most of the incor- 
porated territories never belonged to Germany and the 
population is purely Polish, with the usual Jéwish minority. 
Indeed, the Germans have made it clear that their de- 
cision was guided mainly by economic reasons ; this incor- 
poration would give to Germany the greatest advantages 
during the period of occupation, The exploitation of the 
well-developed agricultural regions of the Pomorze and 
Poznan Voyevodships, the denuding of the cultivated forests 
of western Poland, the confiscating and taking over of the 
famous Polish textile industries of Lodz, Tomaszow and 
Bielsko, and also of the rich mines and the heavy industries 
cf Upper Silesia: —all these could be achieved more easily 
by including these districts as part of the Reich. 
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i to Jews. 

This policy of deportation was later applied to the Polish 
population. The Nazis started a Press and radio campaign 
about the superiority of the German race and the “ natural ” 
right of the Germans to treat the Poles as of a lower race. 
This propaganda was followed by a mass deportation of 
Poles to the General Government and by a mass migra- 
tion of German colonists from the Reich and from the 
Baltic States and Soviet Russia to the newly incorporated 
territories of their “ Fatherland.” Over a million people 
were moved from one place to another in a period of six 
months. Every care was taken to give to the German col- 
onists facilities for travel and assistance in settling ; Poles 
and Jews were deprived of the means of existence and trans- 
ported in terrible conditions. 

Simultaneously with the mass deportation, economic 
“ adjustments” were carried out. A special department 
under the supervision of Goering’s bureau for the Four- 
Year Plan was opened in Berlin. This department was later 
reorganised and incorporated in the planning organisation 
for the Four-Year Plan ; branches were opened in Poznan, 
Katowice, Lodz, Gdynia, Ciechanow, Suwalki, and now 
they are dealing with all former Polish State property, 
Jewish property and the property of Poles who are absent. 
This department also has the right to take over all property 
which they find fit for German economic requirements. 
These “ trustees ” have now acquired nearly all the industrial 
and agricultural property and commercial businesses of the 
incorporated territories. 

The policy is to fit the resources of Polish Silesia and 
the well-developed industrial areas of Western Poland into 
the German war economy. Concentration of production is 
being fully applied, and the Goering combine has taken 
over all the mines, furnaces and other heavy industries 
based upon the rich natural resources of these territories. 
The fact that Upper Silesia is almost 900 miles from 
English air bases has induced the German authorities to 
make the most of it. The raw materials and heavy indus- 
tries of Upper Silesia and the textile industries of Upper 
Silesia and the textile industries of Lodz, Bielsk, Tomaszow, 
etc., which used to supply all Poland, are now being fully 
used for the German war economy. The territories outside 
the “incorporated ” districts are deprived of any access to 
these resources, and if any industrial establishments were 
left in the General Government, they could not carry on 
production. 

Deportation of the population was later followed up by 
conscription of agricultural and industrial workers for 
forced labour in Germany. According to figures given by 
official German sources, nearly three-quarters of a million 
Polish workers are doing forced labour in Germany, which 
does not include the number of several hundred thousand 
war prisoners also forced to do agricultural and general 
labour. The recruiting of forced labour battalions was 
easicr than it might have been, because of the great poverty 
of the deportees and the unemployment amongst the Poles 
in the incorporated districts and in the General Govern- 
ment. Hunger is a first-class weapon in the hand of the 
enemy. 


The Hyde Park Pact 


[FROM OUR OTTAWA CORRESPONDENT] 
April 29th 
THE most important event of the past month has been the 
agreement reached at Hyde Park on April 21st between 
President Roosevelt and Premier Mackenzie King. It 
represents an effort to co-ordinate the economies of the 
United States and Canada for the most effective production 
of war materials for the purpose of aid to Britain and the 
defence of North America. The United States will pur- 
chase from Canada certain kinds of munitions, materials 
like aluminium and ships, thereby probably enlarging her 
purchases in the Dominion by between 200 and 300 million 
dollars per annum ; and this increment will enable Canada 


stated that there was little prospect of relaxing 


regulations for thes conservation of foreign exchange. He ° . 


gave warning that, while the agreement would increase the 
effectiveness of Canada’s war effort and her assistance to 
Britain, the Canadian people must not expect that it would 
reduce their burdens. 

Messages from London suggesting that the British 
Government desired a conference with all the Dominion 
Premiers at an early date have been responsible for an 
agitation, supported by influential papers like the Toronto 
Globe and Mail and the Montreal Gazette, that Mr. Ki 
should take the lead in urging such a conference and 
express his willingness to proceed to London immediately, 
On the opening day after the recess, Mr Hanson, the leader 
of the Conservative Opposition, raised the question, and 
argued that such a course was eminently desirable. He 
maintained that, if it was necessary for Mr King to have 
a personal conference with Mr Roosevelt, it was equally 
vital that he should confer face to face with Mr Churchill. 
Mr King contended, in reply, that his proper place 
was in Canada, where, when grave decisions had to be 
taken, he could without delay consult his Cabinet, and he 
stated positively that no invitation to an Imperial Confer- 
ence had been issued. 
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Anniversary 
in the 
Low Countries 


[BY A CORRESPONDENT] 


May toth 
THE German invasion of the Low Countries on May roth, 
1940, marked the start of the third vital phase of the 
present war—the phase which closed with the collapse. of 
France in the middle of June. By the end of May, 1940, 
resistance in both Holland and Belgium had come to an 
end ; and both countries have now suffered under enemy 
occupation for more than eleven months. In this time, 
there is little doubt that the Germans have made great 
progress both in economic exploitation and in political 
control of the two countries. Both the Netherlands and 
Belgium are infinitely poorer than they were a year ago. 
Rationing is strict, designed to permit the German army 
of occupation to live well off the country and at the same 
time to provide a surplus for despatch to the Reich. 

Industrial production has been drastically transformed 
to complement and assist the German programme of war 
output. Manipulation on the bourses of Amsterdam and 
Brussels has achieved some measure of German financial 
control in leading Dutch and Belgian businesses. 

It would be foolish to pretend that the occupation of 
the Low Countries has not been inestimably useful to 
Germany. But there is no means of estimating how much 
damage to Nazi plans has been caused by passive resistance 
and sabotage. There is considerable evidence of the wide- 
spread lack of co-operation and dislike with which the 
Germans are greeted. 

The fact that Germany has not succeeded in crushing 
the will to resist in either of these countries during the 
past year has markedly detracted from their power to 
exploit the Low Countries to the full. It is also a remark- 
able tribute to the national qualities of these two peoples. 
There is little doubt that the exodus of the two Govern- 
ments to Great Britain, from where they have maintained 
a fighting policy and continued to throw imperial forces 
into the struggle against Germany, has had an important 
influence on the survival of resistance inside the countries. 

The efforts of the lawfully constituted Governments of 
Holland and Belgium in this country to provide a nucleus 
for national resistance have provided a guarantee that the 
sufferings of the submerged populations will not be in vain. 
For this reason, the determination of the Greek Govern- 
ment to escape and to resist has infinite value, and the 
failure of the French Government to establish itself in 
North Africa and fight on remains the most poignant 
tragedy of the war. 
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ranco-German 

of industrial collaboration, which has developed on a larger 
scale since seg 1941. The foundations of this colla- 
boration were laid by changed economic organisation, 
characterised “bees corporative institutions and compulsory 
marketing bodies in agriculture and “ tion com- 
mittees ” in industry, trade and finance. The distribution and 
allocation of industrial raw materials is also organised after 
the German model by the Office Centrale de Repartition 
des Produits Industriels, and the former French cartels in 
the heavy industries, the Comptoir de Vente, have been 
transformed by the German domination in the Inter- 
national Steel Cartel. 

Finance, capital, prices and consumption are controlled 
and rationed in the same way as in Germany. The Bourse 
is restricted by an anti-speculation law, and dividends are 
limited to the highest in the three years before 1940. The 
Direction des Prix, a department of the Treasury, has 
enforced a price stop after the German model ; but prices 
are still rising, a movement which is officially recognised by 
price advances in certain industries. Iron and steel prices, 
for example, have been increased by 35 per cent on the 
average, and maximum prices have been laid down for all 
agricultural products. 

In occupied France, the sole authority is the German 
“armament inspectorate” of the “ Wehrwirtschaft and 
Armament Department” of the German High Command. 
After carrying off raw materials and scarce machine tools 
to Germany, they set in motion the programme of colla- 
boration with French industry. The agricultural programme 
is reported to have increased the acreage under winter 
wheat by 20 per cent and winter rye and barley by 11 per 
cent. Experiments in the cultivation of soya beans have 
begun with a view ‘to closing the “fat gap,” which is the 
recurring problem in nearly all the countries under German 
occupation. 

Germany’s war economy benefits directly from this in- 
dustrial collaboration. Twenty French textile companies 
are actively collaborating in building up a cellulose industry 
for the manufacture of artificial textile fibres. The 
aluminium industry has worked out an expansion pro- 
gramme and the necessary electricity will be made available 
by rationing electric current. The latest instance of indus- 
trial collaboration is the Franco-German-Italian automobile 
agreement. The German Press reported that German in- 
dustrial orders at the beginning of March had already 
reached Rm. 1,500 millions, i.e., £125 millions at the rate of 
Rm. 12 to the £. ‘Unemployment in France is said to have 
fallen to §00,000 in March, 1941, compared with 1,059,000 
in October, 1940. The transfer of workers to Germany was 
not very successful ; the total number of French workers 
employed in Germany in March amounted to 36,000, 
mostly metal and building workers. 


* 


PROFITS AND Divipenps.—A short time ago the Price 
Commissar empowered the price control boards to investi- 
gate profits in relation to costs of production and prices, 
with the purpose of ascertaining war profits. Firms and 
companies which had unjustified war profits were then 
compelled to reduce prices at once. All war profits earned 
up to the date of investigation are to be paid to the 
Treasury. This decree was followed up by a statement made 
by the Minister for Economic Affairs, Dr Funk, in which 
a general “dividend stop,” similar to the price ‘and wages 
stop, was foreshadowed. A slump in share prices was the 
result, and it was several weeks before the boom quota- 
tions of the beginning of March were reached again. The 
supplementary decree and Dr Funk’s statement show that 
war profiteering has gone on in spite of all restrictions. 
The Government, having tightened up the price regulations 
at the end of last year, is now feeling its way towards a 
general restriction of dividends at about 6 per cent. The 
solution will probably be found by the introduction of a 
war profits tax. 

The policy of building up disproportionately large 
hidden reserves after full employment was reached ; 
the expansion of business since the war began; and the 
need for reducing interest rates—all these have ‘combined 
to bring about a steady rise in share prices, which has 
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reduced the yield on share capital almost to the level of the 
earnings on fixed-interest bearing securities. The State 
dominates the capital issue market, and has prevented the 
use of share issues for the financing of capital expenditure. 
A considerable number of joint-stock companies are thus 
SARS SRC EO os MME SANE See 
ee reports are now 
available, reflect this development and have already in- 
creased their capital or sought permission for increases. 


Rm. Millions. 

ay Am. Share Capital. 

1939. 1939. 1940-41 
Deutsche Bank ... ... ... 4,184 ‘ane 130 ~=—_:160 
Dresdner Bank ... ann -. 3,206 4,118 150 200 
Commerzbank ... bas ... 1,746 2,306 80 100 
Reichskredit Gesellschaft -.- 668 857 40 40 
Berliner Handelsgesellschaft ... 339 400-8 28 
Bank der Deutschen Arbeit ... 918 1,795 25 26 


The average increase in total assets was 30 per cent ; the 
increase in turnover ranged from 6.6 per cent to 28 per 
cent. Total holdings of Treasury bills increased by 94.2 per 
cent ; holdings of Treasury bonds increased by Rm. 1,000 
millions. Successive reductions in interest rates and the 
fall in advances led to a relative reduction in earnings. 
Actual earnings were only slightly higher than in 1939, and 
the banks easily refuted the accusation of being among the 
war profiteers. 

The leading banks have been instrumental in expanding 
Germany’s economic influence beyond Austria and Czecho- 
slovakia into the occupied and dependent European coun- 
tries. In Poland, Alsace-Lorraine and Luxemburg German 
banks have established branches. In Norway, Denmark, 
Holland, Belgium, and especially in the South-Eastern 
countries, they are working through subsidiaries. By the 
incorporation of the leading Viennese banks, German banks 
have acquired the leading position in South-Eastern 
Europe. Financial penetration in Holland is particularly 
advanced, favoured by the former close connections 
between the two countries. 


* 


STEEL.—The report for 1939-40 of the leading German 
steel concern, the Vereinigte Stahlwerke A.G., covers 
twelve full months of war. There was an increase in the 
output of German iron ore. Coal mining remained at the 
level of the previous year, but coke output was higher. The 
output of iron and steel and rolling material was slightly 
smaller, which is explained by the loss of export markets. 
The cost of production tended to increase, but the rise was 
compensated by higher export prices to neutral countries. 
War conditions made it impossible to replace and renew 
plant and machinery, although there was greater wear and 
tear caused by longer working hours. During the first 
quarter of the new business year, which began on 
October 1, 1940, production increased ; but coal output 
remained unchanged. Shortage of labour was overcome by 
rationalisation and extended training. The report of the 
Krupp A.G. shows the same features. The use of German 
low-grade iron ore increased cost of production, and there 
was a marked increase in the manufacture of locomotives. 
The report of the Mannesmann Réhren Werke-Duesseldorf 
report that a considerable number of blast-furnaces had 
been converted for the permanent use of German low- 
grade iron ore. 


SCANDINAVIAN ‘TRADE.—Scandinavian imports and ex- 
ports have moved as follows :— 


Percentage Fall Percentage Fall 
in value of Imports.1940 in value of Exports 1940 
omnnee =~ 1939. compared with 1939. 
4 


Denmar 

Norway (10 months) ‘n 21 
Sweden... 20 29 
Finland... bie 32 61 


Danish exports will probably fall considerably during 1941 
after the heavy slaughter of livestock in 1940. Finland 
suffered exceptionally from the war with Russia. 
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THE BUSINESS WORLD 


German War Organisation 


HE task in the Third Reich at war is to blend central 
rE control with local initiative, centralisation with indi- 
vidual enterprise. Germany’s economy is directed by a 
General Council, set up under Field Marshal Goering at 
the end of 1939, which is perhaps the nearest approach there 
‘s to an Economic General Staff. Its permanent members 
are the heads of the “Four-Year Plan Bureaux,” the 
“ Wehrwirtschaft and Armament Department” of the High 
Command and the departmental chiefs of the Ministries of 
Agriculture, Economic Affairs, Labour, Transport, Arma- 
ment and Munitions and the Interior; the Price Com- 
missar ; and one representative of the Nazi Party. This 
Council has no executive organs of its own. Its job is to 
co-ordinate economic administration, which is carried on 
by Commissars, Ministries and the Army economic 
departments. 

The ordinary Ministries are dependent on the directions 
of the “ Four-Year Plan Bureaux” and*the “ Wehrwirt- 
schaft and Armament Department” of the High Com- 
mand and on the co-operation of the so-called self-govern- 
ing organisations in industry. The Reich Cereal Boards and 
the Marketing Organisations of the Ministry for Agricul- 
ture regulate agricultural production, distribution and 
prices. The Reich Central Boards of the Ministry for 
Economic Affairs control foreign trade and_ allocate 
materials to plants and factories. The Labour Ministry, 
working through the Trustees of Labour, controls the 
supply of labour. The “ Four-Year Plan Bureaux” drafts 
plans for the expansion of productive capacity in key and 
substitute industries ; the Ministry of Transport is respon- 
sible for railways, motor transport and shipping; and the 
Ministry for Armament and Munitions represents the 
centralisation of the armament factories proper. 

The “ Wehrwirtschaft and Armament Department ” of 
the High Command may be considered the brains trust 
and planning centre for the entire war economy. It is the 
moving factor in the whole war economy, and was first 
established under its shorter name of “ Wehrwirtschaft 
Department ” before the inception of the Four-Year Plan. 
It deals with the supply and allocation of labour ; develop- 
ment and location of productive capacity ; the supply and 
allocation of materials; and transport facilities. This 
department drew up the plans for actual wartime pro- 
duction and trained the Army economic leaders who are 
to-day to be found in France, Belgium, Holland, Jugoslavia 
and Greece. 

Production and consumption are thus planned by the 
“Wehrwirtschaft and Armament Department” and the 
“Four-Year Plan Bureaux.” The execution of the plans 
and the day-to-day control of the economy rests with the 
ordinary Ministries and the special commissars. Self- 
governing economic organisations tend to become State 
organisations like the Ministries ; and there is a rigid cen- 
tralisation which is a constant threat to the private initia- 
tive of employers as wel! as workers. 

All the pre-Hitler federations in agriculture, industry, 
trade, finance and transport and the cartels have been 
changed into these compulsory self-governing economic 
organisations. There is the Agricultural Estate, the In- 
dustry, Commerce, Finance and Public Utility Groups and 
the Guild Association of independent artisans. There is the 
Economic Chamber, with District Economic Chambers, 
which co-operate with the German Labour Front, the 
organisation for workers. These organisations, together 
with the Chambers of Industry and Commerce, are mainly 
advisory bodies. They are responsible for statistics of 
capacity and production ; they actually impose levies, such 
as the export levy, contributions for co-operative assistance 
and levies for the financial maintenance of “slimmed” or 
closed-down civilian factories and shops. 


These bodies are used for co-operative projects. For 
instance, group financing of industrial expansion is 
frequently done by them; machinery and factories are 
pooled by the Industry Group ; the whole organisation has 
been used to form co-operative groups for export, trans- 
port and for special building and production programmes ; 
and information is shared about inventions, standardisation 
and rationalisation. The special commissars usually work 
through these self-governing bodies ; and some of the tradi- 
tionally strong cartels provide the means for attempts to 
recover some measure of independence. Recently, the 
Reichskohlenvereinigung, or Coal Co-operative, was 
formed, actually replacing the Coal Commissar and leaving 
the reorganisation of the coal-mining industry and the coal 
trade to the self-governing organisations under the super- 
vision of the Ministry of Economic Affairs. 

The foundation of the war economy is the District 
Economic Boards, the regional organisations of the 
Ministry for Economic Affairs. They are parallel to the Dis- 
trict Defence Committees—the regional organisations of the 
Council of Ministers for Defence, which for the duration 
of the war is the highest political authority. The District 
Economic Boards bring together the regional representa- 
tives of the Army command, of the armament inspectorate, 
of the Ministry of Armament and Munitions, of the 
Chambers of Industry and Commerce and of the self- 
governing bodies ; and their territorial boundaries are the 
same as those of the District Army Command (Wehr- 
kreise). These Boards do provide a considerable measure of 
flexibility. Here the priority of orders, centrally laid down, 
and the allocation of materials are adjusted to local condi- 
tions ; and local labour and transport problems are solved. 
The fundamental principle of the whole system is the allo- 
cation of material and labour by quotas according to the 
priority of orders. But the current demands of the High 
Command, special requirements for the preparation of 
campaigns, the sudden expansion of activities in conquered 
countries or the transfer of factories may require constant 
changes and a high degree of flexibility. The centralisation 
of orders in big factories at one time may be followed by 
the spreading of orders over small shops during other 
periods. 

War orders, of course, are bulk orders, exceeding the 
capacity of single factories. The Ministry of Economic 
Affairs therefore instituted, before the war, central and local 
Order Equalisation Boards, which developed “order 
bourses,” where orders are sub-contracted to small firms. 
Samples of the articles required or their specifications are 
exhibited at these “bourses” just as samples are exhibited 
at commodity markets. The owners of small firms or the 
representatives of the organisations of independent artisans 
bid for sub-contracts, which they themselves in turn dis- 
tribute _to their members—tailors, shoemakers, garage 
mechanics, precision-instrument makers, cutlers, opticians 
and so on. 

There is no doubt that private industry is under constant 
pressure from expanding State influence ; and cartels, syn- 
dicates and private concerns struggle with changing 
fortunes against the influence of price-fixing and the 
restrictions on profits. Every time war necessity demands 
more centralisation, private companies are challenged and 
every time some compensation to the strongest among them 
is necessary, usually by allowing some measure of inde- 
pendence. Private industry has compensatory oppor- 
tunities in the annexed and occupied territories, which in 
itself provide a measure of flexibility. In fact, the organi- 
sation is not yet complete. It is changing with expansion 
into fresh European countries, and more conquests or mili- 
tary reverses will create new problems. Up to now, the 
system has worked well ; but it has grown haphazardly and 
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reveals an inherent contradiction between centralisation 
and private initiative. 

The system is not really new. It is the logical develop- 
ment of the highly centralised organisation whose founda- 
tions were laid in the eighties of the last century. The State 
control exercised by the Ministries’ can be traced back to 
the exchange control instituted in 1931 in a back room of 
the Reichsbank. The destruction of the trade unions and 
the subsequent compulsory organisation of the workers in 
the Labour Front led the employers not only to accept 
compulsory cartels, but also compulsory membership in 
the centralised federations. The change was more radical 
in agriculture. The Agricultural Estate is hardly compar- 
able with the former peasant and farmer associations. The* 
compulsory marketing organisations put an end to the co- 
operative selling organisations and the credit and produce 
co-operatives were deprived of their political independence, 
a process that is being repeated in occupied countries. This 
agricultural organisation was fully developed for war pur- 
poses long before the war began, and control of production, 
the requisitioning of crops, compulsory storage and some 
degree of rationing were practised before 1939. 

The foundations of the totalitarian economic organisation’ 
were completed in 1935, when conscription was introduced. 
It was the final aim of building up an air force and army 
superior to any combination on the Continent that resulted 
in the “ Four-Year Plan Bureaux,” whereas the scientific 
approach to the problems of modern warfare in relation to 
modern economy led to the “ Wehrwirtschaft” organisa- 
tion. Private industry, having lost its organised influence on 
actual economic policy, was reluctant to risk the heavy 
capital outlay for the expansion of industries (particularly of 
substitute industries) for war purposes. The State-owned 
“H. Goerings Works,” the motor-car factories in Fallers- 
leben, the Gustloff works owned by party and semi-party 
organisations were a challenge to private industry; and now 
they have outgrown the largest private concerns. 
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From 1935 onwards the massive orders of the High 
Command made themselves felt as a planning influence. 
Soon the Army inspectors made their appearance in public, 
and the -governing economic organisations were 
reduced to statistical and advisory bodies. The absorption 
of the unemployed, the 
and raw materials, and the 
armament purposes reacted on finance, prices and wages, 
and created problems which could not be combated with 
the existing organisations. Control at that stage affected 
only the “material” side of the economy; but now 
the Price Commissar was appointed and the price-stop 
of 1936 was his first decree, to be followed shortly before 
the war by elaborate directions for the calculation of prices. 

With the approach of full employment, the competition 
for labour increased ; the powers of the Trustees of Labour 
had to be expanded ; and workers were forbidden to leave 
their working places without permission. The flight from 
the land and the general shortage of labour led to the con- 
scription of labour in 1938. The existing system of organi- 
sation was no longer capable of coping with the ordinary 
and extraordinary demands of the “ Wehrwirtschaft,” which 
experienced its first tests by the march into Austria and 
the Sudetenland. Remembering the experiences of the so- 
called “ Flying Divisions ” of the Great War, that is to say 
squads of great mobility for special purposes, Dr Todt 
developed his Mobile Labour Organisation for the building 
of fortifications ; and bottle-necks were combated by special 
commissars with over-riding powers. The number of 
special commissars rapidly increased until now the main 
industries are controlled by them. During the first months 
of the war centralisation was carried almost to snapping- 
point. Since then, co-ordination at the top as well as in 
the regional organisations has enabled a remarkable measure 
of flexibility and decentralisation to be achieved without 
impairing centralised control. The progress of the war will 
show whether this success can be maintained. 


Finance and Banking 


More Bills for the Market 


The market syndicate seems to have admitted defeat 
in its attempts to establish a return of 1d. per cent. on the 
92-day bills for which it will be tendering for the next 
few months. The mere 11 per cent. allotment with which 
it had to be satisfied was regarded as a sufficient deterrent 
for a repetition of the attempt. On Friday of last week, 
therefore, the syndicate raised its application price for the 
Treasury bills to £99 14s. 11d., a figure at which the 
return on turning over bills to the banks at I per cent. is 
0.5d. per cent. The reward for this cut in the rate was an 
allotment of 40 per cent.—the best the syndicate have 
obtained for many weeks past. The market has thus been 
a better seller of bills this week. The banks in their turn 
have been good buyers, and the position in the short loan 
market has been one of exceptional ease. It 
should however, be noted that, though some 3? per 
cent money has been available, the market cannot count 
on an ample and persistent supply of such accommodation. 
When such cheap money is offered, it is for the most part 
“bad money ” available for the night only. Most of the 
“outside” money now employed in the market can claim 
comparison in its permanence with clearing bank money 
and readily commands 1 per cent. It has, however, the 
advantage from the borrowers’ point of view of being 
secured by bonds and not by bills which are exacted as 
the required security for 1 per cent clearing bank money. 
The Bank return is chiefly notable for its revelation of a 
further increase of £3,450,000 in the circulation, bringing 
the total to the new high record of £629,422,000. Despite 
this and a further repayment of India Council borrowing 
reflected in a reduction of £7,139,000 in other securities, 
the volume of bank cash increased further during the week, 
bankers’ balances being up from £113,556,000 to 
£115,519,000. This follows an increase of £12,825,000 in 
the Bank’s holding of Government securities. 


* * * 


Telegraphic versus Mail Transfers 

_ The war has revolutionised foreign exchange business 
in ways other than those connected with the application of 
exchange control. The dangers of mails being lost through 


enemy action have given a considerable stimulus to the 
telegraphic transfer as the method of effecting foreign ex- 
change operations. Ever since the first days of the inter- 
national telegraph and telephone this has been the method 
of settling international payments of any size. ‘The rates 
quoted in the foreign exchange market have for years been 
those for “telegraphic transfers,” and where rates for 
foreign bills at sight or three months’ currency were still 
quoted, they were, apart from a few isolated transactions, 
a relic of a past age. In the settlement of small payments, 
however, the mail transfer and payments by drafts or 
cheques sent by mail remained, until the outbreak of the 
war, the generally accepted form of settlement. The inter- 
ruption of much of the pre-war air services and the delays 
and dangers of transmitting payments by mail have 
already led to a more general use of the telegraphic transfer. 
The drawbacks of making foreign payments by mailing 
cheques or warrants have been particularly apparent, for 
the loss of such instruments leads to endless delays, in 
exacting letters of indemnification from the payees before 
duplicates are issued. Mail transfers, i.e., bank instructions 
to effect payments overseas, do not suffer from some of 
these disadvantages, but are still subject to delay and 
possible loss. They do not therefore provide the ideal sub- 
stitute for the actual mailing of documents. 
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Tightening Exchange Control Screws 

The system of exchange control, as it has evolved in 
the United Kingdom, has from the start drawn a rigid dis- 
tinction between residents and non-residents. It is accord- 
ing as they fell within these classifications, and not accord- 
ing to the nationality of the persons concerned, that the 
control regulations applied or not. Some exceptions have 
had to be made to this basic characteristic of the control 
system. Certain foreigners resident in this country have, 
for example, been exempted from the regulations requiring 
their foreign currency assets to be submitted for sale to 
the Treasury. But in one respect the logic of this distinc- 
tion between residents and non-residents led to a somewhat 
anomalous position. This was in the case of the sterling 
accounts of members of H.M. Forces serving abroad, 
members of the diplomatic and consular services and other 
similar instances. The remuneration of such personnel 
being made in terms of sterling, there accumulated in their 
personal bank accounts a not unimportant mass of sterling 
which was to some extent left outside the effective applica- 
tion of the exchange control. They were non-resident 
accounts, and at the same time their essentially domestic 
character made it extremely difficult to treat them as part 
of the “registered” or “special” account mechanism 
operated with the particular country in which the persons 
concerned were for the time being domiciled. In fact, these 
sterling accounts were operated with a freedom which 
could—though it is improbable that it did—lead to an 
appreciable breach in the system of sterling exchange con- 
trol. This potential flaw has been removed by recent in- 
structions from the Bank of England making it clear that 
such accounts must in fact be treated as though they were 
resident accounts and that the relative exchange control 
forms will have to be completed in respect of all transfers 
abroad from these personal sterling accounts. In general, 
such transfers will only be authorised where the payments 
made are in favour of residents in the country where the 
customer is stationed. 


* 


With this tightening of the regulations there has gone 
a similar contraction of the freedom given to certain foreign 
nationals resident in this country to operate their sterling 
accounts. As has already been stated, some of these nationals 
were given special exemption from the full rigours of the 
exchange control. But it has now been decided that all 
operations on their sterling accounts involving the transfer 
of sterling to a non-resident holder, or its conversion into 
foreign currency, must be referred to the. Bank of England. 
Hitherto authorised banks have been allowed to exercise 
their customary discretion in “ vetting” such transfers, but 
as it is always possible for such foreign residents to have 
more than one sterling account, complete track of their 
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operations can only be obtained by referring them all to 
the central authority. These latest instructions to banks are 
unlikely to save much foreign exchange ; but they are none 
the less welcome for the evidence they provide of the 
vigilance with which the authorities watch ‘and direct the 
gradual evolution of our system of exchange control. 

eS - * 


British Banks in Iraq 


Soon after the outbreak of the Iraq rebellion it was 
reported from Beyrouth that the Iraqi authorities had 
placed British banks in that country under their control 
and had blocked all British accounts. The banks mainly 
interested in this move are the Eastern Bank, the Ottoman 
Bank and the Imperial Bank of Iran. Some private banking 
firms also have offices in that country, but they are all in 
Basra, which has at no time been under rebel control, 
British banks have taken the greatest care in obeying in- 
structions for operating Iraqi accounts, and though no 
official blocking instructions have been issued in this 
country it may be taken for granted that the accounts in 
question have been effectively immobilised. The Treasury 
has made an Order under the Defence Regulations ex- 
cluding Iraq from the sterling area. Apart, therefore, from 
any restriction on the operation of Iraqi accounts which 
would follow the initiative of the British banks with which 
such accounts are kept, the recent Order imposes on these 
accounts the whole weight of the exchange control, a 
weight which can be completely immobilising if the autho- 
rities wish it to operate in this manner. 


* we * 


Recovery in Chinese Dollar ° 


The only movement of note in foreign exchange rates 
during the past week has been a modest recovery of the 
Chinese dollar. The rate quoted in Shanghai has risen 
from 33d. to 3d. Coming so soon after the news of the 
new sterling and U.S. dollar credits to be given to China, 
this movement in the exchange rate has led to many sug- 
gestions that the new Stabilisation Board had in fact begun 
to operate and had entered the market in support of the 
Chungking Government’s currency. This is not the case. 
The moribund Stabilisation Committee no doubt continues 
to watch the exchange market, but there have been no 
indications of its active intervention. As for the new 
Stabilisation Board, its constitution is not yet complete and 
some time will probably have to elapse before it begins to 
operate. It is more than likely that the recovery in the 
Chinese dollar rate is the result of bear covering in the 
Shanghai market. Such a movement would be prompted by 
news of the British and American credits, by the reopening 
of the Chungking Government banks in Shanghai and by 
news of the recent hostilities in China. 


Investment 


British Assets in U.S.A. 


The decision of the Banking and Currency Committee 
of the House of Representatives to approve the principle of 
loans against the security of British trading assets in the 
U.S.A. must be very welcome to investors with interests in 
the companies primarily concerned. It would be unwise: to 
leap to the conclusion that there will, in fact, be no further 
outright sales of such assets, but if, as seems probable, the 
recommendation is finally adopted, it will represent a 
further substantial measure of co-operation between the 
two countries. So far as the very vague indications of 
Treasury policy lead one, it seems that some sales will be 
put through, and the real value of the change lies in the 
fact that it opens the way for the maintenance of inter- 
national relations in trade and industry. There can be no 
question but that, in some cases, these channels should not 
be closed, and the criterion by which each case should be 
judged must clearly be national interest rather than any 
question of hardship to individual groups of shareholders. 
It cannot be said that, as yet, there has been any appre- 
ciable reflection of the new development in stock prices. 
This applies, however, equally to other news. With public 
interest once more declining, the level of prices shows a 
modest recovery in most sections, and it can scarcely be 
long before the re-investment demand makes its effects 
more evident. 


Unit Trust Restrictions 


By an amendment to Regulation 6 of the Defence 
(Finance) Regulations, the Treasury has in effect put a 
ban on the issue of units and sub-units by unit trusts. 
The force of this new restriction is considerably abated by 
a new capital issues exemption order, which allows the 
trusts to re-issue, without Treasury permission, any units 
which they purchase from holders. The effect of these two 
changes appears to be to limit the amount of sub-units to 
those already outstanding, with the result that a few trusts, 
which had retained their appeal, despite the difficulties of 
the present time, lose an advantage which, it is only fair to 
assume, was based in some degree, at least, on merit. This, 
however, is not the worst aspect of the affair, which results 
in a particular type of investor—often the small man whose 
total resources do not permit him to spread his risks— 
being placed at a disadvantage to the benefit of the larger 
operator. Nor is it easy to see how the new ban will benefit 
the Treasury, since every increase in the supply of sub- 
units carried with it a corresponding diminution in the 
supply of the underlying securities. No explanation is given 
of the measure, but past history of the discussion suggests 
that the alternative would have been to grant a similar 
power to issue capital to the older “ management” trusts. 
Since they equally merely offer an alternative to existing 
investments, without increasing supply, no harm 
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Stewarts and Lloyds Progress 

ter meeting all taxes, including income tax on divi- 
eas the profit of Stewarts and Lloyds for 1940 shows a 
fall of less than 1 per cent to £1,972,433. After making a 
rather larger provision for depreciation, setting aside 
£150,000 for war damage premiums, and meeting the usual 
preference dividends, the amount available for the deferred 
and liaison shares is reduced by some £184,000 to 
£884,930, which is equivalent to 20.7 per cent., com- 

with 20.3 for 1939, on the deferred capital, which 
again receives 12} per cent. The provision for contingen- 
cies is reduced from £500,000 to £350,000, but of the 1939 
appropriation £90,000 came from pensions reserve. The 
addition to the carry-forward is again nominal. The table 
below gives profits and allocations for the past three 
years : — 


YEARS TO DECEMBER 31. 
1938. 1939. 1940. 
£ £ £ 
Profit after all taxes... ... 2,049,791 1,991,562 1,972,433 
Fees... she a ee 15,000 15,000 15,000 
Benefit and Pensions ao 67,669 95,532 99,838 
Deb. Int.andS.F.... — ... 127,500 127,500 127,500 
Depreciation ... és ie 508,388 539,790 571,734 
Stock Reserve oe sd 75,000 — nth 
War Damage Premium... — — 150,000 
Preference Dividends ate 107,300 144,856 123,431 
Deferred & Liaison Shares— 
Earned a ... 1,148,934 1,068,884 884,930 
Paid . “ihe i wai 589,549 ae 
Earned % ... ove eee 24.2 20. 0. 
Wee Se 2 leet 2a. 12} 12} 12} 
Pensions Reserve... “te” 50,000 Dr.90,000 —_ 
Reserves t ote ii aie 500,000 500,000 350,000 
Carry Forward ane aia 179,544 181,809 182,689 


* Each liaison share ranks for same dividend as £1,000 deferred 
stock. + Development of Export Trade in 1938 ; Contingencies, 
1939 and 1940. 


The profit figures suggest a material expansion in business, 
and this is borne out by the balance sheet and such com- 
ments as are contained in the chairman’s statement. 
Current assets have increased by more than £3,000,000, 
and, to this rise, stock in trade contributed more than 
£1,200,000. The largest change in near liabilities is a rise 
of almost £2,200,000 in taxation, maintenance and contin- 
gencies, thanks largely to which net liquid assets are a trifle 
lower on the year at £1,107,181. The consolidated profit of 
the group fell from £1,452,445 to £1,181,107. The under- 
taking, with its subsidiaries in Australia and South Africa, 
and its branches in New Zealand and Egypt, has been fully 
occupied with work connected with the war effort. There 
is every reason to suppose that this state of affairs will con- 
tinue, but it is scarcely possible that the shareholders can 
benefit. Since, however, the net profit increased on the 
year, the only threat of a reverse seems to lie in the possi- 
bility of costs rising more rapidly than prices, and there is 
a margin, both in EPT and reserve allocations, to prevent 
this affecting the dividend. The deferred stock units of 
20s. stand at 41s. 6d. ex dividend, giving a return of some 
£6 os. sd. per cent. 


x * * 


J. and P. Coats Outlook 


The preliminary statement of J. and P. Coats, dealt 
with in The Economist of April 26th, showed a recession in 
profits, as a result of which the ordinary dividend was 
maintained, at the cost of passing all appropriations to 
reserves, although it was possible to add considerably to the 
carry-forward. The full accounts, with the chairman’s state- 
ment, show that last year was a period of adjustment to 
changing conditions. As a result of research, the company 
has been able to meet new demands, and, owing to the 
possession of large stocks, prices for its normal products 
have not been enhanced. This is, however, a factor which 
cannot continue once existing stocks of material are ex- 
hausted. Actually, limitation of supplies threatens further 





of £1,055,000 is converted to a debit on this account of 
£1,374,000. Against these, however " 
up by some £745,000 to £2,614,000 and general invest- 
ments by £962,000 to £4,749,000. As stated above, the 
immediate outlook is uncertain, and this applies even to the 
export market, where sales show signs of decreasing On 
the longer view, the demand for textiles must revive 
rapidly as soon as conditions permit, and the company 
is well placed to benefit by recovery when it comes. With 
reference to the American ies, the company has 
sent representatives to New York to give technical assist~- 
ance to the British authorities, and it is expected to make 
an announcement shortly. No clear indication was given, 
however, as to the nature of the arrangement to be 
concluded. 
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The Baltimore and Ohio Railroad Company 


SUMMARY OF ANNUAL REPORT FOR THE YEAR 1940, 
The annual ee of the President and Directors of the operations 
and affairs of the Company for the year 1940 is being mailed to stock- 
holders and discloses that gross operating revenues were the largest 
of any year since 1930, and further discloses that the total income 
available for fixed charges was a sum equal to the year’s interest on 
all outstanding obligations and a surplus for the year of 
$5,549,496.79, as may be seen from the following :— 
CONDENSED COMPARATIVE STATEMENT OF OPERATING RESULTS. 
Increase 1940 
over 1939 

1940 1939 Amount 
Total Rly. Operating . Tae aes 

Reve --- $179,175,464 $161,030,252 $18,145,212 11.27 


nues ... 

Total Rly. Operating 

Expenses ... ... 132,600,799 119,901,075 12,699,724 10.59 
Net Rly. Operating ne ae ea 


Revenue ... ... $ 46,574,665 $ 41,129,177 $ 5,445,488 


Rly. Tax Accruals ... $ 11,645,695 $ 10,767,991 $ 877,704 
Equipment and Joint 


‘facility Rents... 4,310,439 4,836,086 D 525,647 D10.87 
Net Rly. Operating , 
Income .. --» $ 30,618,531 $ 25,525,100 $ 5,093,431 19.95 


Other Corporate 
Income iit fae 6,556,511 4,647,564 1,908,947 41.07 
Income Available for 7 Do fer ett ay 

Interest and Other 

Charges ... «.. $ 37,175,042 § 30,172,664 $ 7,002,378 23.21 
Total Interest and 

Other Fixed C 

under Plan... ... 20,265,210 20,421,656 D 156,446 D 0.77 
Eagome pan. ae ae See 

r Purposes - 

justed and allocated 

as below) ...  ... $ 16,909,832 $ 9,751,008 $ 7,158,824 73.42 
Contingent Interest ee Pe 

qouees during the 


$ 7,111,820 $D 12,880 D 0.18 
261,395 _ ~ 


Total Contingent 
Interest Accrued ... $ 11,360,335 $ 11,373,215 $D 12,880 D 0.11 


Net Earned Income $ 5,549,497 $ D1,622,207 $ 7,171,704 


(BD) Denotes deficit or decrease. 

This statement shows the interest as accrued and charged, but 
the resultant cash is allocated and payable in accordance with the 
Company’s Plan for Modification of Interest Charges and Maturities, 
and the available net income as ascertained and determined by the 
President and Directors is $16,895,097 from which there is first 
deductible, in the discretion of the President and Directors, an amount 
not to exceed 24 per cent. of total operating revenues for capital fund 
to be applied to or to reimburse the Company’s treas tor capital 
expenditures, and to this papers Te was anprapeis $3,985,265, 
leaving $12,909,832 to be applied to the paymen contingent inter 
payable May 1, 1941, in accordance with the 

. payment will be made 
con nt interest coupons due May 1, 
and io Company 
Series A, C, D and F; Buffalo, 
Consolidated 


Company 
& Western 
application of a net 
contingent interest of $1,301,351, 
tingent interest will be 

5% Bonds. 
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Record Dunlop Profit 


A preliminary statement by the Dunlop Rubber Com- 
pany shows profit, before tax and preference dividends, of 
£3,001,853, which compares with £2,853,133 for the year 
1939, and is almost double that of the preceding period. 
Tax provisions total £2,391,880, against £1,527,474, and 
the earnings percentage is drastically reduced. The follow- 
ing table shows the profits trend for three years: — 


* ‘YEARS TO DECEMBER 31ST. 


1938 1939 1940 
£ £ £ 
Profit t . 1,500,893 2,853,133 3,001,855 
Current Taxe ‘it 386,109 1,027,474 1,741,880 
Tax Reserve aon _ ’ 650,000 
Preference dividends 276,562 225,000 192,187 
Ordinary shares 
Earned .... sie 838,222 1,100,659 417,788 
Paid _ hie 552,063 624,977 416,651 
Earned, ... eit 13.7 21.1 10.0 
Paid%, 9 12 10 
Reserves hin sed 274,168 448,228 — 
Carry forward eae 603,420 630,874 632,011 


+ After all fixed charges. 


While the company must have suffered from the further 
closing of the Continent, and in particular through the loss 
of the French subsidiary, it has enjoyed increasingly impor- 
tant Government contracts in a number of sections. It 
remains doubtful what fate will overtake the American 
interest. The price of the 20s. stock units, which had risen 
to 35S. in anticipation of the dividend, relapsed to 34s., 
which is within a little of the previous best of the current 
year. The yield at this figure is some £6 Is. 3d. per cent. 


* * * 


No Unilever Dividend 


The decision to pay no dividend this year on the 
ordinary stock of Lever and Unilever, Ltd., must come as 
a serious disappointment to stockholders. It must be 
remembered, however, that the decision is not irrevocable, 
nor is it dictated by the trading results of the British com- 
pany. The directors state that the decision is due solely to 
the absence of information regarding the 1940 trading posi- 
tion of the Dutch company, Lever and Unilever N.V., to 
which the British company is linked by a dividend equali- 
sation agreement. While a contingent liability continues to 
exist in regard to the preference and ordinary dividends of 
N.V., there can be no doubt of the wisdom of conserving 
the earned surplus. It should be a considerable consolation 
to stockholders that profits of Limited in 1940, after taxa- 
tion and an additional provision for tax liabilities in the 
current year, have declined only from £6,742,053 to 
£6,600,000. After meeting prior charges, the sum earned 
for ordinary capital is down only from £2,404,276, repre- 
senting a rate of 22.3 per cent, to £2,250,000, at which level 
it would appear to provide even more ample cover for a 
repetition of the normal Io per cent. dividend. The imme- 
diate future of ordinary dividends is largely dependent on 
the course of hostilities, but the decision to suspend pay- 
ment in the present instance is in itself a guarantee of the 
confidence of the directors that normal relations with N.V. 
will be resumed within a reasonable period. The {1 
ordinary stock of Limited now stands at 21s. 


* * * 


De Beers Investments 


Despite the absence of a dividend on deferred capital, 
shareholders in De Beers have considerable grounds for 
satisfaction with the 1940 accounts. Revenue on diamond 
account rose from £1,065,362 to £1,534,262 and total 
income from £1,837,455 to £2,138,106. Tax liability was 
more than doubled at £150,000 against £55,000, but other 
charges against profits have been strictly controlled and 
mining expenditure is sharply reduced from £755,218 to 
£451,587. Thus, after meeting the claims of the 40 per cent 
cumulative preference capital, £303,131, against £11,245 
is available for deferred shares, the whole sum being 
devoted to increasing the carry forward from £773,597 to 
£1,253,131. The decision to pay no dividend on deferred 
shares was dictated partly by the necessity of preserving 
cash holdings and partly by the expenditure of £586,000 
on the purchase of a portion of the surrendered diamond 
sales qaota of Diamond Corporation. The company profited 
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from the active market in diamonds which persisted until] 
the German invasion of the Low Countries in May, 1 . 
and, later in the year, from an increase in the demand 
industrial diamonds. ‘The balance sheet shows a number 
of significant changes. Cash holdings have jumped from 
£727,796 to £1,267,898 and Government and municipal 
securities from £15,000 to £171,850. Loans at call stand 
at £260,000 against nil. These rises, which are financed 
in part by the retention of profits and in part by reduc- 
tions in debtors, both inside and outside the group, leave 
the total of current assets some £400,000 high on the year 
at £2,004,867. After an adjustment of investments, includ- 
ing a sale of African Explosives preference and a purchase 
of Consolidated Diamond debentures, quoted holdings are 
up from £1,158,335 to £1,480,328. On the liabilities side 
the debt of {£1,000,000 on the purchase of Diamond 
Corporation shares is liquidated and other liabilities are 
up by about half that figure. The demand for diamonds, 
both for hoarding and for industrial uses, should be well 
maintained this year, but De Beers must continue to be 
hampered by the dislocation of the highly specialised 
cutting section of the industry since the German occupa- 
tion of Holland. The 50s. deferred shares now stand at 
I10s. 


x * * 


Babcock and Wilcox Dividend Maintained 


With the payment of a final ordinary dividend of 
6 per cent, plus a I per cent cash bonus, Babcock and 
Wilcox maintain the total distribution on ordinary capital, 
for the calendar year 1940, at the II per cent paid in 1939, 
Profits, struck after war losses, but before taxation which 
absorbed £275,000 in the previous year, are shown by the 
preliminary statement as reduced from the record earnings 
of £756,663 to £717,347. It is clear that the sum available 
for ordinary capital must be considerably below the 
£616,645 earned in 1939 before provision for debts written 
off and possible fall in merchandise values. In the absence 
of the report detailed analysis is impossible, but there is 
reason to expect that the ordinary dividend, which in the 
previous year was approximately covered after the above 
allocations, will not have been fully earned. Some setback 
to profits on account of rising costs was to be expected 
after the steady progress, which has continued since 1933, 
even in the absence of the necessity of writing off substan- 
tial sums against the temporary loss of interests in enemy- 
occupied countries—a necessity which must have proved 
more onerous last year than in 1939, in view of the impor- 
tant French interest. The company has, of course, been 
working at high pressure during the year, and it is prob- 
able that allocations to depreciation and repairs have also 
required a more substantial amount than in previous years. 
The {£1 ordinary shares, at 40s. 3d. ex dividend, offer a 
yield of £5 9s. 3d. per cent. 


* * * 


British Electric Traction 


A further rise in the gross revenue of British Electric 
Traction, for the year to March 31, 1941, brings total 
receipts, according to the preliminary statement, to 
£748,552 against £745,874. Despite an inevitable decline in 
net earnings, the resilience of total profits in face of 
operating difficulties and enemy bombardment is highly 
satisfactory. After deduction of all charges except preference 
and preferred ordinary dividends, net revenue amounts to 
£531,824 against £548,748, and the total 45 per cent, paid 
on deferred stock in the previous year, is repeated. The 
total sum required in taxation is not revealed by the pre- 
liminary statement, but EPT provision is increased from 
£50,000 to £70,000. The maintenance of the ordinary divi- 
dend at 45 per cent involves a reduction in the allocation 
to undistributed profits fund from £29,789 to £12,864, thus 
bringing the total of the fund to £1,945,588, or two and a 
half times the deferred capital. The company has no doubt 
profited from the increased business which has accrued to 
the operating companies through the greater public use of 
bus transport. The outlook for these concerns 1s less 
certain, however, owing to demands for higher wages, 
which have already been granted by the corresponding 
Scottish institution. This and the effects of EPT at the full 
rate will have to be offset by considerable real economies 
if the profit is to be maintained. Even so, it is quite 
possible that dividends will be maintained. The deferred 
stock stands at 770 per cent, giving a yield of some 
£5 19s. 2d. per cent, which indicates faith in the continued 
prosperity of the group. 








May 17, 1941 


THE ECONOMIST 


Industry and Trade 


that the appointment of a committee does not mean that 


Committee on Retail Trade 


On May 13th Mr Oliver Lyttelton announced - in - 
Parliament that he had decided to appoint a committee “ to 
the present problems of the retail trade in goods 

other than food, having regard both to the immediate needs 


of the conduct of the war and to the position after the 
war, and to report.” Mr Craig Henderson, K.C., is to be 


the chairman of the committee, which will include two 
independent members, two representatives of Labour, and 
five or six members with experience of the various branches 
of retail trade. In view of the complexity of the problems 
involved in bringing the distributive trade into line with 
war conditions, the Government’s decision to have an in- 
vestigation made before carrying out the slimming process 
is no doubt justified. But the wisdom of the decision to 
leave food distribution outside the scope of the committee, 
taken at the request of the Minister of Food, seems ques- 
tionable, especially as there are many shops ‘that sell food 
as well as other merchandise. Indeed, it would seem that, 
for the purpose of concentration, the distributive trade 
should be regarded as one whole rather than two water- 
tight compartments. Mr Lyttelton was careful to point out 


the problem of concentration will be shelved, and he ex- 
pressed the hope that interim reports on some of the most 
urgent problems would be issued as soon as the committee 
has had time for preliminary discugsion. 


Control of Storage Facilities 


In order to ensure the utilisation of factories and 
storage capacity in the national interest and to facilitate 
the speedy substitution of alternative premises for those 
that may be damaged or destroyed in air-raids, the Board 
of Trade has created a “clearing house ” for factories and 
storage space. The compilation of a register of factories 
is already in hand, and on May 12th the Board of Trade 
made an Order requiring owners of premises with a floor 
area of 3,000 square feet and more that have at any time 
since January Ist, 1938, been used for the purpose of 
storing goods to give details of them to the Board -of Trade. 
The Order has been made necessary by the growing volume 
of munitions, equipment and materials that has to be 





THE STOCK EXCHANGES 


London 


Note: all dealings are for cash 
Despite the week-end Blitz on London, 
markets remained firm in all sections. At 
the beginning of the week turnover was 
slight, but the improved levels of the 
previous week were generally held. Senti- 
ment was encouraged by the successes 
of night fighters and by the arrival of 
Rudolf Hess in Scotland. Business in 
home rails was relatively well maintained 
and some leading industrials attracted 


buyers. 
* 


The gilt-edged market enjoyed little 
business, and on Monday the quotations 
of the previous week were hardly tested. 
Before the week-end, 2) per cent Consols 
were up 4 on the mid-week price, a rise 
which was also realised by 3} per cent 
War Loan and Local Loans, while § per 
cent Conversion rose by *. After a firm 
but quiet start to the week, prices in 
mid-week were somewhat easier, 34 per 
cent War Loan losing } 


The foreign bond ‘eines remained 
featureless except for spasmodic buying 
of Mexican issues on Monday. Other 
price changes failed to indicate a definite 
trend, although various Japanese issues, 
including the 4 per cent loans of 1899 
and 1910 and the 6 per cent loan of 
1924, were higher. on balance. The 
German Young loan lost fractionally. A 
gain of 2 points for Turkish 3} per cent 
on Thursday of last week was not 
followed up. 


Turnover was relatively good in the 
home rail market. Steady buying, con- 
centrated on the senior issues, rai 
“Berwick” 4 per cent Ist preference 
$ point both immediately before and 
after the week-end. Southern 4 per cent 
debentures and LMS 4 per cent. Guaran- 
teed were also in demand. Ordinary 
stocks, on Monday, held the gains of the 
previous Friday, when Great Western 
ordinary and Southern preferred put on 4. 
Later in the week, ordinary issues 
remained steady. 


* 


The industrial market remained steady, 
though business was on a small scale, In 
the heavy industrial section, Babcock and 
Wilcox was supported on the mainten- 
ance of the dividend, while John Brown 
and Stewarts and Lloyds deferred were 
also a good market. Electrical equipment 
shares attracted buyers, and, in the mis- 





cellaneous group, Dunlop rose in antici- 
pation of the preliminary statement. 
Murex was also in demand. Leading 
textiles, including Coats, Courtaulds and 
British Celanese, reacted on Monday after 
the rise of the previous week, the demand 
for Coats being influenced by the appear- 
ance of the accounts and reports of pos- 
sible requisitioning of the company’s 
United States assets. The tobacco sec- 
tion displayed considerable strength, but, 
in the stores group, Marks and Spencer, 
Woolworths and Harrods all reacted. 


After a firm close to last week, mining 
markets opened somewhat subdued on 
Monday. ter in the week, the demand 
for Kaffirs revived with renewed support 
from the Cape, but nowhere was demand 
on a large scale. At the beginning of 
the week, Sub Nigel and West Wit Areas 
lost ;'s and E, Daggas #;. In midweek, 
demand revived and Johnnies, Grootvlei 
and “Sallies” were all quoted higher. 

Tin shares started the week firmly with 
gains of »y for Tronoh and S. Malayan. 
In the rubber share market, turnover was 
reduced to a minimum and few price 
changes were recorded. The oil market, 
after last week’s rally in Mexican Eagles, 
made a disappointing showing on Mon- 
day, the ordinary issues of Anglo-Iranian, 
Burmah Oil and Shell Transport all 
suffering small losses, though some re- 
covery was realised in mid-week. 


New York 


DOMESTIC influences have been powerful 
on Wall Street this week. Before the 
week-end, taxation fears were temporarily 
disregarded and many issues rose by a 
point in an active market, which closed 
firm. Steel, copper, rail and aircraft 
issues attracted buyers, the latter remain- 
ing firm this week. On Monday the 
advance was halted by renewed fears of 
labour difficulties, and, later, price move- 
ments became once more narrow and 
irregular. With a favourable technical 
position, however, the undertone re- 
mained . In mid-week, business 
turned dull and idle. ‘ 
The Iron Age estimates steel mill 
activity at 99.5 per cent of capacity, 
against 97.5 per cent in the previous week. 


New York Prices 
Total share dealing: May 7, 560,000; 
May 8, 440,000; May 9, 400,000; 
May 10, 380,000 :* May 12, 440,000; 
May 13, 430,000 ; May 14, 320,000. 
* Two-hour session. 






Curt.Wr.“A” 252 96 
Eastman Kdk. 1254 124 
Gen. Elec,... 29 929 


Cent. . 134 13 

Pac, 6%/Gen, Motors. $7 
Pennsylvania 243 248/Inland Steel . a 70 
Southern.... 133 13$,Int. Harvest 
2. Utilities, lInt. Nickel 
Amer. Tel. 149% 149} Liggett Myers 
Amer, W” “ 


Pub. Sv. NJ. 22 2 Nat. 
Usd Gn Fd.. 22 234 Proct. Gani 


Shell ‘Union. 
— Metal. 16} 16 Bea Oll be 3 
Am. Roll. Ml. 14$13%x oe Fox 5 
Am. Smelting c 
Worth, ‘El. 
Tol Wonke ee 
ot Yngstn, Sheet 33 
* Two-hour session. 
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Capital Issues 


Week ending Nominal Con- N 
May 17, 1941 Capital venmene Money 


To the Public ....... Nil Na 
To Shareholders ..... Nil 
By 8.E. Introduction Nil Nil 
By Permission to Deal Nil 
Net Savings Certs. 5,203,790 
8% Defence Bonds(e). 4 375, us 4,375,315 
24% Nat. War Bondst Nil 
itto, 2nd issuest (w). 7,821,754 7,821,754 
3% ny Bondst eee 20,278,918 
1941. Total s: 
1939, to May 6, oir, £277,371,018, = Week to 
May 1941, mak total ' since June 25, 
£444, 44, 301. (8) To sales to May 6, 10941 


eiigartg. (Tea ta, Suey Beh 
w oO sSaies Jan 
to May 6, 1941, £186, 679,31 307. aoe 


neluding Excludin 
Year . ia Conversions 
1941 (New Boke - 495,768,059 476,944,763 
1940 (New Basis) 761,918,835 408.963,702 
1941 (Old Basis) . 495,213,872 476,390, 576 
1940 (Old Basis) . 788, 778, 765 396 (018,632 


Destination (Conversions Excluded) 
me rik Foreign 


Year —- 

"41 (Now Basis)... 474, $05,660 2,549,108 No 
1¢€ Old Basis) 473,890,576 2,500, Nil 

40 (Old Basis) .. 396876176 "142-488 Wa 


Nature of Borrowing (Conv. Excid.) 
Year oe Pref, 


£ £ 
"41 (New Basis). 474 283, 249 34,460 2,627,05 
'40 (New Basis). 395,870,796 1,135,676 11,967, 231 
"41 a1 (Oud Basis) . 473,890,576 | Nil —2’500,000 
Basis)... 395,004 


500 77,500 

“. Old Basis *" includes Z ublic issues and issnex 

to shareholders. “‘ New Basis” is all new capital 
in which to fias been granted. 
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Under the pressure of criticism, Mr Herbert Morri- 
son, then Minister of Supply, decided ten months ago to 
call for a full survey of the quantity and location of iron 
and steel scrap in derelict factories, pitheads, railway lines 
and other disused structures which could be drawn upon, 
in case of need, for the purpose of supplementing defi- 
ciencies in the supply of materials secured from the usual 
sources of supply. When Mr Morrison decided on this 
investigation at the end of last July, the iron and steel 
industry had already been cut off from most of its impor- 
tant Continental sources of iron ore and scrap, and it 
needed little imagination to foresee that increased shipping 
losses would limit the intake of scrap from the United 
States and that, in any case, it was preferable to use the 
limited shipping space for the import of semi-finished and 
finished materials. Yet the survey of scrap supplies appears 
to have proceeded in the most leisurely fashion. Towards 
the end of last March it was announced that supplies in 
some twenty counties remained to be scheduled. It is 
therefore scarcely surprising to read in the trade press that 
there is a scarcity of scrap, that supplies are not released 
in quantities sufficient to meet the full requirements of 
steel producers. True, allowance must be made for labour 
and transport difficulties. But this country cannot risk a 
fall in steel production at a time when the munition fac- 
tories must be fed largely by domestic supplies ; and if 
the present methods of scrap collection are inadequate, 
other means must be found to ensure an increase in 
supplies and the maintenance of steel production at the 
highest possible level. 
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* 7 * 


America’s Growing Munition Capacity 


Industrial mobilisation in the United States is scarcely 
further advanced than it was in this country in the summer 
of 1939. She is still engaged mainly in the preparatory 
process of constructing the factories and the shipyards that 
are to pour forth the munitions and the ships. Her output 
} of ships and aircraft is already substantial ; so was Great 
#4 Britain’s two years ago. But the construction of munition- 
: making plant in the United States is now proceeding 
rapidly, by means of direct Army and Navy contracts, by 
the Reconstruction Finance Corporation and the Defence 
Plant Corporation, and by private enterprise through the 
issue of certificates of necessity granting special tax privi- 
leges which enable manufacturers to amortise their plant 
within a few years. According to the National Industrial 
Conference Board’s Economic Record the value of the con- 
tracts placed by these agencies between June 13, 1940, and 
February 25, 1941, is $2,053 millions, exclusive of those 
placed by private industry without certificates of necessity, 
and by this country. In 1939 the expenditure on plant by 
the manufacturing and mining industries totalled only $775 
millions. The $2,053 millions were allocated as follows: — 





$ $ 
Millions Millions 
Aircraft and parts ... 633 Tanks & machine tools 74 
Shipbuilding ... one: ee Miscellaneous (a) --- 457 
Arms, ammunition, ex- om 
plosives as ca Total oe . 2,053 


(a) Mainly metal-producing and processing plant. 


Hitherto plant expansion appears to have been concen- 
trated mainly on the aircraft industry. The value of the 
contracts placed for enlarging America’s aircraft industry 
during the 8} monhs is more than four times the expen- 
diture on new shipbuilding facilities and more than eight 
times that on plant designed for the manufacture of 
tanks and machine tools. The additional aircraft manu- 
facturing facilities are being constructed chiefly in the 
States of Ohio, Michigan, California and New York ; ship- 
building facilities are enlarged mainly in New Jersey, Cali- 
fornia, Pennsylvania, Virginia and Massachusetts. The new 
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machine tool-making plant will be concentrated on 
Connecticut and Illinois, and that for the manufacture 


tanks on Michigan. It is understood that the greater part of . 


the new plant will be completed this summer. 


* x as * 


Tin Under Discussion 


On Thursday the International Tin Committee met in ~ 


London to discuss, it is understood, the terms of the new 
five-year control scheme, which is to come into force on 
January 1, 1942, on the expiry of the existing agreement, 
(The export quota for the remainder of the year had pre- 
viously been fixed at 130 per cent of the basic tonnages.) 
While the outcome of the discussions was not known 
before The Economist was printed, rumour had it that 
Bolivia was unwilling to agree to the changes in the 
standard tonnages demanded by the majority of the 
member countries, and that Thailand might withdraw from 
the regulation+«scheme at the behest of Japan, who was 
anxious to secure the former’s output for the Axis. 
recemmending the continuation of the scheme last March 
—the prescribed nine months before its expiry— 
the International Tin Committee has complied with 
the terms of the current agreement. But as the 
details of the mew scheme need not be settled for 
some months, the existence of difficulties does not mean 
that the regulation of supplies will cease at the 
end of this year. In any case they appear to have been 
exaggerated. Bolivia has agreed to sell one-half of her out- 
put to the United States at a fixed price, but the other half 
has to be sold on the free market. And as costs of produc- 
tion in Bolivia are higher than in the other chief producing 
countries, she would hardly benefit from a return to free 
competition. Moreover, since tin is an important source of 
Bolivia’s revenue, her Government cannot be interested in 
wrecking the scheme. Thailand has no tin smelters, but 
ships her output of tin concentrates to the Straits Settle- 
ments for treatment. Japan’s small tin-refining capacity 
is fully employed in treating domestic ore. She could not 
smelt Thailand’s ore in the absence of new smelters and 
these could not be constructed at short notice even if Japan 
could secure the requisite machinery. And as tranship- 
ments of Thai ore through Siberia to Germany could be 
intercepted by British warships, it is improbable, in present 
conditions, that the Government of Thailand will accede to 
Japan’s demands. 


Lead Supplies 


Lead has always been one of the chief munition 
metals, but since the last war its importance in the arma- 
ment industry has increased as a result of the mechanisa- 
tion of warfare. Lead is used in the manufacture of electric 
batteries for aeroplanes, tanks, other military vehicles and 
warships. Moreover, the much increased firing power of 
machine guns has substantially increased the demand for 
lead for the production of bullets. Among the chief indus- 
trial countries directly or indirectly involved in this war, 
Germany finds it most difficult to cover her lead require- 
ments. Germany and Austria together can produce 
some 100,000 metric tons of lead per annum. Another 
10,000 tons per annum may be obtained from Poland, 
while Jugoslavia may be able to supply 80,000 metric 
tons, provided that the Trepca mine has been kept 
intact. Spain, normally a not insignificant lead pro- 
ducer, has hardly any exportable surplus at present as 
the whole of the Spanish output is required at home. 
Russia is not self-sufficient in lead. Compared with 
Germany’s estimated minimum requirements of over 
300,000 metric tons per. annum, the supplies to which she 
has access thus appear seriously inadequate, even if 
allowance is made for the tonnage recovered from scrap. 
Great Britain, on the other hand, while producing only 
about 40,000 metric tons of lead per annum from domestic 
sources, has access to ample supplies abroad. The British 
Empire produces about 600,000 metric tons per annum, 
the great bulk of which is refined near the mines. The 
Empire’s production is more than adequate for its needs; 
indeed, it exports large quantities to the United States to 
make up deficiencies in that country’s supplies. Last year 
the United States produced 458,000 metric tons of lead 
from domestic ore, compared with 420,967 tons in 1939: 
Consumption, on the other hand, exceeded 625,000 tons, 
against less than 450,000 tons in 1939. This deficiency 

(Continued on page 671) 
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COMPANY MEETINGS 





EQUITY AND LAW LIFE ASSURANCE SOCIETY 


REVIEW OF OPERATIONS FOR 1940 


FACTORS AFFECTING RESULTS 


SIR GEOFFREY ELLIS’S ADDRESS 


The annual general meeting of Equity and Law Life Assurance 
Society was held on the 15th instant at the Society’s offices, 20, 
Lincoln’s Inn Fields, London, W.C. 

Sir Geoffrey Ellis, Bt., M.P., presided. 

The actuary and secretary (Mr. A. T. Haynes, F.1.A., F.F.A.) 
read the notice convening the meeting and the report of the 
auditors, the minutes of the last meeting being taken as read. 

The chairman said: 

Gentlemen,—I rise to move “ That the report and accounts for 
the year ending December 31, 1940, be received and adopted 
and entered on the minutes.” These have been in your hands 
for some days, and I assume that I may take them as read. 

What I propose to say to you to-day falls conveniently into 
three sections—first, the changes which have taken place in the 
beard of directors since the last annual general meeting, secondly 
the results for the year 1940, and thirdly the results of the 
triennial valuation made as at December 31, 1940. 


RECONSTRUCTION OF SOCIETY'S BOARD 


At the last annual general meeting my predecessor in this chair, 
Sir Dennis Herbert, indicated that your directors had under 
consideration a reconstruction of the Society’s board. During 
the year a meeting of shareholders was called to modify the 
Articles of Association in such a manner as to permit one-third 
of the directors at any time to be persons not connected with 
the Law; you will remember that before this alteration such 
connection was a necessary qualification for all directors. Oppor- 
tunity was also taken of this meeting to reduce the minimum 
number of directors from twelve to nine, and you will observe 
that in the process of reconstruction the numbers of the board 
have in fact been reduced below the old minimum. 

The various resignations are set out in the report before you 
and I do not propose to refer to them in detail ; I wish, however, 
on behalf of all the directors to place on record our appreciation 
to the gentlemen concerned for the action they have taken, and 
taken solely with a view to facilitating the reconstruction of the 
board. Their old colleagues take this opportunity, too, of 
expressing their keen personal regret at the ending of associa- 
tions with the Society extending over very many years. 

In pursuing the plan of reconstruction your directors appointed 
Mr T. F. Tallents and Mr A. H. Reid to vacancies on the board, 
and since the issue of the report they have appointed also Mr 
W. M. Kirkpatrick. These three gentlemen bring to our board 
that element of wide business experience which we felt to be so 
desirable. We are confident that our new colleagues will be of 
great assistance to us in the conduct of our affairs. 

Your directors have also resolved that their collective fees as 
from January 1, 1941, should suffer a reduction in roughly the 
same proportion as their numbers. A resolution fixing the fees 
at £8,600 p.a. gross—a reduction of £2,262 p.a.—will be brought 
before you later during the meeting. 

[ have to report with regret the death of Dr Lewis, the Society’s 
principal medical officer. Dr Lewis served the Society for over 
twenty-five years and his sage counsel was greatly appreciated. 
The directors have appointed Dr A. E. Gow, the senior physician 
at one of London’s leading hospitals, as principal medical officer 
and they are confident that in him they have an admirable adviser. 

As at March 31st this year Mr Lewty, the actuary to the 
Society, retired after 40 years’ service, and to succeed him the 

have appointed Mr Haynes, the secretary of the Society, 
to be actuary and secretary. Mr Long, our chief cashier, who joined 
our service on the same day as Mr Lewty, also retired at March 
31st. I should like to take advantage of this occasion to express 
our thanks to these two gentlemen for their long and faithful 
*tvice to the Society. 





RESULTS OF PAST YEAR 


I come now to the working of the Society for the year 1940, 
and I shall not detain you long in this connection. 

New business figures show a sharp decrease compared with 
those of previous years. Decreases have been the common 
experience of Life Offices and I do not propose to comment on 
the figures, except to say that our new business for the current 
year is being well maintained compared with that of 1940, and 
that in both years the business has been of a very good type. 
Our various schemes in connection with the Government Loans 
have proved, and are proving, very popular, and provide, more- 
over, an excellent means of extending the Society’s connections. 
The effect of the war on mortality is, of course, of vital 
importance to Life Assurance offices. During the year under 
review deaths have been slightly more than those expected 
according to the mortality tables, both in respeot of lives assured 
and annuitants. We suffered a certain number of claims in respect 
of members of the fighting’ forces, but against this may be set 
the heavier mortality experienced by annuitants. On balance the 
result was only slightly less favourable to the Society than that 
expected according to the mortality tables used. 


RATES OF INTEREST 


The rates of interest shown in the report are derived directly 
from the revenue accounts for the year; they are thus calculated 
on the mean funds during 1940 without taking into account the 
reduction in the funds due to the revaluation of securities and 
the transfer to reserve, which you will observe took place. as at 
December 31st. 

If the rates of interest are calculated in relation to the funds 
at the end of the year—that is after the above items have been 
carried through the accounts—the gross rate would amount to 
£5 2s. per cent.; similarly the net rate would amount to {£4 §s. 
per cent., after making proper adjustment for certain refunds of 
income-tax occurring during the year. These rates give an indica~ 
tion of the rates of interest now being earned on the written-down 
funds. 

You will notice that the report this year is in a rather different 
form from that used on the occasions of previous valuations. We 
have incorporated the results of the triennial valuation in the 
annual report instead of issuing a separate report as hitherto; 
and we propose to adopt this procedure in future. 


THE TRIENNIAL VALUATION 


Before referring to the detailed results of the triennial valuation, 
I should first explain that Life Assurance offices when making an 
actuarial valuation do so on a basis considerably more stringent 
than that required merely to set up the reserves necessary to 
cover their liabilities. This procedure is followed in order that 
additional reserves may be retained to produce surpluses in future 
years for distribution then in the form of bonuses and dividends. 
Such procedure also has the great merit that these additional 
reserves provide an invaluable margin upon which a Life Office 
may draw, if need be, in times of stress such as the present. 

The valuation basis employed by the Society as at December 
31, 1937, involved the retention of such additional reserves as I 
have referred to above, but as at December 31, 1940, these reserves 
have to a substantial extent been released in order that deprecia- 
tion might be written off the Stock Exchange securities and reserves 
provided against other investments as indicated in the accounts. 

After giving effect both to the release of additional reserves and 
to the appropriations to which I have referred, there remains the 
surplus shown in the report. I may perhaps mention that the 
normal profits of the triennium before dealing with the invest- 
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ment situation were on a satisfactory level having regard to the 
conditions ruling. The modification in the valuation basis to 
which reference is made in the report will, however, inevitably 
reduce the future profits of the Society very considerably. Future 
bonus prospects must depend upon many factors at present 
indeterminate, but it is not possible to give any optimistic forecast 
under the conditions in which we now live and are likely to 
live for some time to come. I need hardly say that at future 
valuations it will be your directors’ primary concern to increase 
the stringency of the valuation basis. 


THE INVESTMENTS 


Turning to the balance-sheet, the Society’s Stock Exchange 
investments have been written down to their mid-market prices 
as at December 31, 1940, and the depreciation in the investments 
held by our subsidiary Equity and Law Investment Trust has 
been dealt with by writing down the value of the shares from 
£210,000 to £10,000 and by placing a reserve of £500,000 against 
the shares and the deposit made by the Society. 

In passing, I would draw your attention to the fact that the 
Society now holds over £4,000,000 of British Government 


Securities, an increase of over £1,500,000 during 1940. Of this 


increase well over half went into new Government loans, and I 
think that your directors may claim that the Society has given 
the fullest possible support to the Government in their policy of 
financing the war. Our investment policy during the war has 
resulted in a strengthening of our position without the sacrifice 
of recovery prospects to more than a very minor extent. The 
balance of loss on securities realised was very small. 


MORTGAGE AND INVESTMENT RESERVE 


As at December 31st last it was necessary for your directors 
to consider what reserves—if any—required to be placed against 
our investments in mortgages, loans and property: I do not need 
to tell you what difficulties must attend such considerations under 
present conditions. Your directors, after considering a report 
from their general manager, felt that a reserve of £500,000 would 
be proper and sufficient. The mortgage and investment reserve 
has accordingly been maintained at this figure. 

Reversions and life interests and loans thereon were revalued 
and examined as at December 31st and call for no comment, 


SUBSIDIARY COMPANIES 


As regards our subsidiary companies, you will remember that 
there has been for some time a large hidden reserve in the figure 
at which the capital stock of the Law Reversionary Interest Society 
has appeared in our balance-sheet. We have now taken credit 
for that hidden reserve. You will see that this item is now 
valued at £900,000—a figure fully justified by a careful examina- 
tion of the position—as compared with £497,506 last year. 

The accounts of the Freehold Building and Land Development 
Company for the period from May 3, 1938, to December 31, 1939, 
have been published since our last annual general meeting, and 
showed the reserve of £100,000 created last year to be necessary. 
As Sir Dennis Herbert said a year ago, the effects of war have 
been very unfavourable to this business. Nevertheless the future 
is by no means unhopeful. I may say that the board of this 
subsidiary company has undergone certain changes. The new 
board includes two nominees of the Society and has the full 
confidence of your directors. 

The remaining subsidiaries call for no comment—Reserves 
Securities Trust Ltd. is a public company, carrying on the ordinary 
business of an investment trust and your Society is well repre- 
sented on the board. 


LIABILITY IN NATURE OF GUARANTEES 


Before I leave the balance-sheet I wish to refer to the somewhat 
unusual docket which appears, and which has now appeared for 
some years, on the liabilities side, namely, the reference to liabilities 
in the nature of guarantees. 

The guarantees given in respect of Unit Trusts refer to certain 
Unit Trusts managed by Trust of Insurance Shares Ltd. and— 
with two exceptions—are all mentioned in the publications of that 
company. The two exceptions are covenants which in certain 
circumstances might require us to make well covered loans in 
respect of uncalled liabilities on certain bank shares ; these cannot 
be of major importance. The guarantee given in respect of a 
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wholly owned subsidiary refers to a sum of £19,520 deposited by 
outside interests with Equity and Law Investment Trust Ltd, 


These comprise all our guarantees, with the trifling exception — 


of a small life annuity. Your directors do not consider it in any 
way probable that those guarantees will become onerous. 

I do not propose to prophesy about the world situation, The 
effects of the war on the business of the Society are shown by 
the report and accounts before you—these effects were accentuated 
by the fact that they followed closely upon a period of rapid 
expansion. Our aim now must be to conserve the strength of the 
Society, both in our treatment of the present and in our policy 
for the future. To that aim we shall steadfastly hold. 


BOARD’S BONUS POLICY 


You will observe that no bonus is declared in respect of the 
triennium ending December 31, 1940, nor is it proposed to pay 
any interim bonus at present. The probable suspension of bonuses 
was indicated in the chairman’s speech last year, and the results 
of the valuation, to which I have already referred, left your 
directors no alternative consistent with sound finance. It js 
naturally with great regret that the Society’s hitherto unbroken 
record of bonus distribution, ranging over its whole history of 
nearly 100 years, is thus interrupted. 


QUESTION OF DIVIDEND 


You will further observe that the dividend recommended for 
the current year is a very modest one, and that it is amply 
covered by the interest earned by the proprietors’ fund. In this 
connection I would remind you that hitherto it has been our 
practice, on the occasion of a triennial valuation, to declare a 
dividend for the whole of the ensuing three years. The dividend 
up to and including the half-yearly instalment paid in January 
this year was thus declared at the annual general meeting in 
1938 and was based on the results of the triennial valuation made 
as at December 31, 1937. We now hold the view that the rate 
of dividend should be considered annually; this has been done 
on the present occasion and will be our practice for the future. 

It will also be noticed that the rate of dividend recommended 
has been expressed as a gross amount, subject to deduction of 
income-tax, not as a net amount, free of income-tax, as hitherto 


SAVINGS BOND SCHEME 


I have already mentioned the schemes which we have intro- 
duced in connection with Government Loans and I should like 
to refer especially to our Savings Bond Scheme under which a 
considerable number of policies has already been effected. This 
scheme provides a means whereby Savings Bonds may be pur- 
chased by instalments extending over a period of fourteen years 
but ceasing in the event of the earlier death of the purchaser. 
As in the case of the 3 per cent. War Loan Scheme in March, 
1940, the Society took the lead in offering this type of policy 
to the public. i 

Our National War Bond and Defence Bond Schemes remain m 
force and serve a rather different purpose—they combine the 
advantages of a high yielding annuity with the satisfaction of the 
entire investment being placed in new Government Loans. 

In connection with War Weapons Weeks in many towns and 
cities throughout the country we have made arrangements whereby 
policies effected under these various schemes are credited to the 
local total. Many people who had not the money available for 
immediate investment have been glad to adopt this means of 
supporting their own War Weapons Week. 


TRIBUTE TO STAFF 


I report with deep regret the deaths of two more members of 
our staff serving with H.M. forces—S. R. Young and R. S. 
Tucker—I hope that the honour and respect in which such men 
are held may be a comfort to all those who mourn their loss. 
Seventy per cent. of our clerical staff are now serving with 
H.M. forces. The burden placed upon those who remain 1 
very heavy, since beside the great increase of work to be done 
there are the duties of the Home Guard and Civil Defence with 
which we are all familiar. Our annual general meeting this year 
is some weeks later than usual owing to the very small a 
staff available for the work of the triennial valuation. You will 
realise therefore that it is in no formal spirit that I close these 
retharks by expressing your directors’ very sincere thanks to all 
members of the staff—both permanent and temporary—for a very 
good year’s work. 
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SCOTTISH UNION AND NATIONAL INSURANCE 
COMPANY 


RESULTS OF A DIFFICULT YEAR 
SIR THOMAS B. WHITSON’S ADDRESS 


Sir Thomas B. Whitson, LL.D., chairman, presided at the 
one hundred and sixteenth annua] general meeting of the share- 
holders of the Scottish Union and National Insurance Company 
held at Edinburgh on the 14th instant. 

In moving the adoption of the report and accounts for the 
year 1940, he stated: Although it has been the practice of past 
chairmen to refer briefly to the prevailing conditions at home 
and overseas, as they affect the business of insurance, I do not 
propose to take this course to-day. But let me say this, we are 
all determined upon winning the war whatever it may cost. In 
this respect we, with other members of the insurance world, will 
continue to carry our share of whatever the Government may ask 
in respect of the National War Effort. 


LIFE DEPARTMENT 


In the matter of getting new business, the past year has been 
a difficult one in the Life department. During the period an 
ever-increasing number of the young men of the country, to 
whom we normally look for a large share of our new business, 
have been called to the colours and in most cases have postponed, 
for the time being at any rate, the question of life assurance. 
For the same reason we have lost the services of a large number 
of officials and agents who would normally have been getting 
business for us. In addition higher taxation, increased cost of 
living, and the call for savings to be invested in Government issues, 
are factors which have had a detrimental effect on our figures. 
As a consequence premium income at £795,874 shows a decrease 


of £38,108. s 
Claims by death show an increase compared with the excep- 


tionally light experience of the past two years. The sums 
assured and bonuses paid under this heading amount to £451,643, 
being an increase of £57,233 compared with 1939. This increase 
is very largely accounted for by claims which have become payable 
in respect of deaths caused diréctly by enemy action arising under 
policies issued before the war and which contained no restriction 
with regard to war risks. Despite these war claims, the total claims 
paid are well within our estimation. Claims by maturity— 
£486,355, although about £18,000 less than last year, are con- 
siderably higher than normal owing to the large proportion of 
twenty-year endowment assurance business written in 1920. 
Surrenders, on the other hand, show a welcome decrease, and at 
£66,399 are less by £44,672 than a year ago. It is our policy 
to discourage the surrender of contracts which have been effected 
with the company. When this course is contemplated by our 
policyholders, we are frequently able*to assist them to keep the 
benefit of their assurance by allowing premiums to stand over 
as a debt against their policies, or by other means. 

Consideration for annuities is down by £17,733, whilst the 
net annuity payments show a decrease of £12,673. 

The reduction in commission reflects the falling off of new 
business. The expense ratio, including commission at 12.6 per 


cent., is a decrease of approximately 3 per cent. on the previous 
year, 


GROSS RATE OF INTEREST 


Although the life funds have decreased slightly during the course 
of the year from £12,088,851 to £12,070,323—a decrease of about 
£18,500—the gross net interest income has been more than main- 
tained at £536,840 against £536,716. The gross rate of interest 
carned was £4 10s. 2d. per cent. 

You will know that, broadly speaking, our life department pays 
mcome-tax on its interest income less expenses and not on the 
Profits earned. If the full burden of continued increases in the 
tate of tax which have taken place in the past few years had to 
be borne by the offices, the profit-earning capacity of the business 
would be seriously affected. It is therefore gratifying that the 

ent has recognised this fact by limiting the rate of tax 
‘© 78. 6d. in the £ on the taxable income reserved for life policy- 





QUESTION OF WAR RISK COVER 


Last year my predecessor pointed out that at the time when he 
was speaking, none of the contracts issued since the outbreak of 
war had included war risk cover. This policy was decided upon 
as, at that time, we had no means of assessing the magnitude of 
the risks involved. During the course of the past year we have 
been able to consider the results of enemy action against our 
civilian population. With these before us, your directors came to 
the conclusion that we could safely include war risks on civilian 
lives in the United Kingdom and Northern Ireland on the pay- 
ment of a special premium. Consequently, we are now prepared 
to do this when requested, but at the same time we shall keep 
the position under constant review. 

As mentioned to you a year ago, many offices have decided to 
reduce or stop payment of intermediate bonuses under present 
conditions. This company, however, having given a definite 
undertaking to its policyholders to pay intermediate bonuses under 
claims arising before December 31st, 1942 (the next valuation 
date) at 38s. per cent. on each year’s premium due and paid 
subsequent to December 31, 1937, will continue to honour this 
undertaking. 

The sinking fund and capital redemption account has increased 
slightly from £234,692 to £238,687. 


FIRE DEPARTMENT 


Judged by the experience of recent years, the results for 1940 
are disappointing, but when account is taken of the circumstances 
which have been operating against us throughout the year, the loss 
ratio may not be considered as unsatisfactory. 

Premium income with an increase of £88,112, passed the million 
mark at a figure of £1,049,244. This advance was mainly due to 
America but the home field also contributed. 

Our fire claims are somewhat higher than in recent years and 
in this country a number of factors arising out of the war had a 
considerable effect on the experience. Black-out conditions, intense 
industrial activity, emergency storage of goods and the rising costs 
necessary to replace property destroyed, all tended to increase 
the loss ratio. In addition the very severe weather conditions both 
at home and in America during the early part of the year, gave 
rise to an abnormal number of claims. 

In common with other offices the operation on behalf of the 
Government of the war risks scheme in respect of commodities 
and fire-prevention arrangements have imposed upon us a good 
deal of extra work. The Government is making very strenuous 
efforts to reduce fire waste and the measures which they are 
instituting should ultimately bear fruit. In the meantime, how- 
ever, there are so many factors associated with the war tending 
to increase fire losses that any immediate reduction in loss ratio 
can hardly be anticipated. 

On the Continent our commitments have been relatively small 
so that it is not anticipated that our aggregate income will suffer 
to any great extent. 


ACCIDENT DEPARTMENT 


In the accident department the improvement indicated a year 

ago has happily been maintained. Each account has shown a 
profit. ; 
The employers’ liability account shows an increase in premiums 
and in spite of the recent legislation increasing compensation to 
workers, we are able to show a distinct improvement in the claims 
ratio and to produce a profit. 

Special reference is made to the miscellaneous account in which 
is included, inter alia, the motor business. The results in this 
account, whilst showing a profit, are marred to some extent by 
our overseas motor experience. Steps have already been taken 
to put this in proper order and it is to be hoped that the beneficial 
effect of this action will soon be felt. Most other sections in the 
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miscellaneous account have shown increases in premiums and 
small profits. 


MARINE 


In the marine department we have, in spite of continuing 
difficulties of underwriting, been able to transfer a profit of £30,000 
to the profit and loss account. 

There have been many changes in the conduct of the marine 
business and the loss of the services of many of our valued 
Continental agents, as a result of enemy occupation of a number 
of Continental countries, has deprived us of a substantial section 
of business. In addition certain balances which were held in 
those countries are not at present available to us. Provision, 
however, for this has been made in our account. 

In America business continues to expand and to yield most 
satisfactory results. 


PROFIT AND LOSS ACCOUNT 


The profit and loss account shows an experience common to all 
companies of reduced interest yield. The course which the 
Government have taken by maintaining interest rates at a low 
level and by increasing taxation in the National cause, is a matter 
in which we are all ready and willing to share. 

Under present conditions it has been considered prudent to pay 
our dividend at a reduced rate of 4s. 6d. per “A” share and 
16s. 1o}d. per “B” share. 


BALANCE-SHEET 


An examination of the balance-sheet shows that the total assets 
of the company at £17,890,316 have increased during the year 
by £367,368. 

During the year your directors have consistently given of the 
company’s available surplus to assist the National war effort. 


UNITED MOLASSES COMPANY, 
LIMITED 


TRADING UNDER WAR CONDITIONS 


The annual meeting of The United Molasses 
Limited, will be held on the 3oth instant. 

The following is a summary of the statement by the chairman 
(Mr. F. K. Kielberg) circulated with the report and accounts. 

In the United Kingdom the company had throughout the year 
acted as agents for the Ministry of Supply, under the direction 
of the controller of molasses and industrial alcohol. The distri- 
bution of the country’s requirements of molasses had, under that 
arrangement, worked smoothly and without a single breakdown. 
Although by far the greater part of the company’s activities had 
been taken up with work arising out of the agency agreement, the 
commission received by the company from the Ministry had 
amounted to less than 15 per cent. of the company’s combined 
profits. 

The agreement, however, permitted the company and _ its 
foreign subsidiaries to buy and sell molasses abroad for their own 
account and several of the subsidiary and associated companies, 
particularly in America, had had a successful year. In other 
markets trade had been, and continued to be greatly handicapped 
by the difficulty experienced in obtaining tonnage. 

The company’s business with the Continent of Europe had, of 
course, come to a complete standstill, and since last spring no 
news whatsoever had been received from any of the European 
subsidiary companies. The future values of the Continental assets 
and investments must, of necessity, be considered problematical 
and the directors had decided to write off those assets and invest- 
ments in full. The written down book value amounted to £166,200, 
although the actual value was considerably in excess of that figure. 
The board had also considered it prudent to write off, or to make 
provision for, all fixed assets situated in danger zones in other 
parts of the world, and all fixed assets included in the balance- 
sheet at December 31, 1940, were situated within the Empire 
or within the United States of America. 

He felt certain that stockholders would wish to associate them- 
selves in an expression of gratitude to the company’s masters, 
officers, engineers and crews. 
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THE EMPLOYERS’ LIABILITY 
ASSURANCE CORPORATION, L 


SATISFACTORY RESULTS 


The sixtieth ordinary general meeting of the Employers’ Liabiligy 
Assurance Corporation, Limited, was held on the 14th instang jn 
London, Sir Courtauld Thomson, K.B.E., C.B., the chairman, 
presiding. 

The chairman’s address, which had been circulated, stated: A 
summary of the main features of our operations in 1940 show that 
our fire and accident premiums were well maintained and amounted 
to £6,268,000. The total amount taken to credit of the profit and 
loss account in respect of 1940 is £547,000. This amount includes 
the underwriting profit of £234,000, which was higher than ig 
1939 and above the average of recent years, and also includes 
gross interest income received of £313,000. After providing for. 
British taxation totalling £307,000 and for other charges, and 
after declaring dividends at the same rates as a year ago, we have 
added {£70,000 to the amount carried forward, which has now 
reached the sum of £539,000. This mobile reserve is additional 
to our general reserve of £2,500,000, and the two together form a 
substantial reserve fund of over £3,000,000. 


VALUE OF INVESTMENTS 


The market values of our investments at December 31, 1940, 
if taken at current exchange rates, show a considerable appreciation 
over book values. 

The “Clerical, Medical and General” declared a modified 
bonus, while carrying forward a large reserve. The “ Merchants 
Marine” showed an underwriting profit on the 1939 marine 
account and increased premiums in 1940. 

The special effects of the war on our business in 1940 were 
fortunately not serious. The only countries where we have tem- 
porarily lost our business on account of enemy occupation are 
France, Belgium and Holland, but our interests there were rela- 
tively small. 

The premiums in our fire account increased in 1940 by over 
§ per cent., but there has been a smaller underwriting profit than 
usual. This was to be expected from the larger figures of all home 
fire losses which have been published in the Press each month. 

The decrease in our home accident business due to the war, to 
which I referred a year ago, was continued in 1940, particularly 
in the motor branch, where, however, we made an underwriting 
profit. In workmen’s compensation business we have not yet 
received the full benefit of increased premiums due to greater 
business activity in war industries, while last year our results 
suffered from the increased benefits recently hroveht into force. 
War conditions also affected other classes of business. 


RESULTS IN UNITED STATES 


In the United States, workmen’s compensation business pro- 
duced for us, with careful underwriting, a modest profit. It is 
estimated that there are now 2,500,000 more people in employ- 
ment, and the payrolls are 20 per cent. higher than a year ago. 
We may therefore expect larger premiums in this class, though 
any increase in volume will be offset in some degree by continued 
reductions in rates. Motor business also yielded us a profit, but 
lower rates here made discrimination in the selection of risks 
more necessary than ever. Miscellaneous classes were again favour- 
able. Taking the results of our United States branch business 
as a whole, both our premiums and the number of policies we 
wrote were higher, and good underwriting results were once again 
obtained. These satisfactory features are particularly creditable 
in a difficult year. 

In Canada, where we operate on a large scale, we made a profit, 
though our results were not as good as they were in 1939. In 
South Africa and Australia, where we also transact considerable 
business, our results were profitable, and better than those of the 
preceding year. 

The market value of our investments in stocks and shares a 
December 31, 1940, as stated in the balance-sheet, is £1,430,000 
in excess of their book value if taken at current rates of exchange 
—that is, $4.03 to the £ for United States dollars and $4.45 for 
Canadian dollars. When allowance is made for revaluing on the 
same basis our other assets and all our currency liabilities, we have 
a considerable net appreciation in our assets. 

The report was unanimously adopted. 


g FETDEREE- EQ 


> 
~ 


| 


~~ wer ow et I OOM PP EP oo 


—— are ete *&® 4 Ee Oo BB oa 









- 


am Sees e BFA Oak > FES 





May 17, 1941 
JOHNSON AND PHILLIPS, LIMITED 


INCREASED ACTIVITIES 


The thirty-sixth annual general meeting of Johnson and Phillips, 
Limited, was held, on 15th instant, in London. 
Mr. G. Leslie Wates, J.P. (the chairman), said that the trading 
profit at £491,301 to a very large extent resulted from that careful 
se of additional plant during many years past, which he 
previously referred to. The reserve for taxation was neces- 
sarily an estimate as it was not possible to deal with it exactly. 
The estimate was, however, on conservative lines and had included 
for income-tax at the current rate of ros, in the £ in respect of 
the profits earned during the year under review, although such 
income-tax will not become payable until January 1, 1942. 
In the trading profit there was included only dividends of a 
token amount from the subsidiary companies. An additional 
{£30,000 has been transferred to the special reserve for contin- 
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gencies which will bring that reserve up to £110,000. This 
been done on general principles but there was no 
contingency which was in mind in making this reserve. 
The recommendation as to dividend was that 15 per cent. 
should be paid for the year, being the same dividend as was 
paid last year. 

The figures of the balance-sheet reflect the greater activities of 
the company in the substantial increases in stock-in-trade and 
work-in-progress. The item “Sundry Creditors” at £300,089 


last year but this appareht increase is to be considered in relation 
to the increase of stock-in-trade and work-in-progress from 
£437,000 last year to £626,000 this year. Although the bank 
loan is up by £50,000, the cash in hand is up by over £40,000, 
so that the general liquid position of the company can be con- 
sidered extremely satisfactory. In view of the i 
now has to be reserved for taxation, this has, for the first ti 

been shown as a separate item in the balance-sheet, in which it 
appears at £341,059. 





(Continued from page 666) 


between domestic supplies and requirements, however, was 
fully made up by increased imports of lead ore and metal 
from foreign sources, chiefly Mexico and territories in the 
British Empire. United States lead exports, which had been 
considerable in 1939, fell to an insignificant level in 1940. 
There has been little change in the supply position of 
the United States during the first quarter of this year. 
New supplies are adequate, while stocks in the hands of 
producers, which totalled 46,000 tons at the end of March, 
have hardly changed since July last, and those held by 
consumers have even increased. 


a * * 


Firmer Oil Markets 


After a long period of comparatively stable prices, the 
oil markets overseas have recently begun to show a firmer 
tendency ; and while the connection between world market 
prices and British retail prices is now somewhat remote, 
it is not unlikely that consumers in this country will be 
affected in the not too distant future. The Gulf export 
price, which reflects world market movements, has risen 
from 3 50-3.75 cents a gallon for a representative grade at 
the end of last year to 5.00-5.25 cents. The rise has so far 
been considerably less marked in the case of other petro- 
leum products, but lubricants, distillate fuels and bunker 
fuel oils have all made headway during the past two 


months. So far as petrol is concerned, the movement is to 
some extent attributable to seasonal factors—for the industry 
is now on the threshold of the main consuming season ; but 
other, and more important, causes have been at work. In 
the first place, the over-production of crude oil, which was 
especially marked last year in Texas and Illinois, has been 
largely eliminated, with the result that posted prices were 
advanced last month in several districts for the first time 
for two and a half years. Secondly, refinery operations have 
been kept within the limits of market demand, so that it 
has been possible to reduce petrol stocks from the abnormal 
levels reached last year. Concurrently with these improve- 
ments on the supply side, the domestic demand for the 
chief oil products has registered an advance which has in 
some instances been very striking. This has rescued the 
markets from the adverse effects of the fall in exports which 
occurred last year in consequence of the loss of European 
markets. Owing to the remarkable growth of motor traffic 
—new registrations were up by 27 per cent last year—the 
consumption of petrol in the United States is now esti- 
mated to be running 10 per cent above the 1940 level. 
Similarly, the rapid expansion of general business activity 
is making its effects felt on the demand for industrial fuels 
and lubricants. As the American re-armament programme 
gathers momentum the consumption of oil products is 
likely to expand further. Though export business remains 
at a low level, the upward trend of prices at the Gulf seems 
likely to continue. This means that oil products will be 
dearer throughout the world. ' 


COMMODITY AND 


BUSINESS was resumed on Tuesday after 
the Rubber Trades Association’s an- 
gouncement on Monday. ‘Though little 
business was done, prices were firm. 
Smoked sheet spot closed on Wednesday 
at 144d. per Ib., compared with 14d. per 
Ib. a week earlier. Tin showed very 
little change during the week. Wednes- 
day’s closing price for standard cash was 
£270-£270 5s., compared with £270 §s.- 
270 10s. per ton a week earlier. The 
months’ figure was £267 15s.-£268, 
compared with £267 5s.-£267 10s. Some 
@ the difficulties which faced the Inter- 
national Tin Committee at its meeting on 
Thursday are discussed on page 666. 


Cotton.—The members of the Liver- 
Pool Cotton Association have approved 
proposals of the directors for the 
allocation of the Government grant of 
money. Instructions have been received 
that stocks of cotton and cotton arriving 
in Liverpool must be moved to ware- 
D accommodation outside the city. 
ttle progress has been made with 
Pfivate agreements for the closing down 
of mills and sheds. Cloth inquiry for 
export has been on a rather larger scale 
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and fair orders haye been booked in 
essential goods for the Home Services. 
Some spinners of yarn have received 
more permits to sell from the Controller. 


Rubber.—On May 12th a notice was - 


issued to the Rubber Trade Association. 
The text ran: “The passing of tenders, 
declarations, and documents, delivery 
orders and warrants, will be suspended 
until to-day week, May 19th. Except by 
mutual agreement between parties, pay- 
ments will be suspended for the same 

riod. The market will remain open for 
usiness within the terms of the pre- 
limin notice issued by the Rub 
Controller.” No business, however, was 
transacted during that day, but there was 
a resumption on Tuesday. The price had 
been fairly steady at 143d. per lb., smoked 
sheet spot. 

Assistance to Exporters.—The export 
trade is to be assisted to the extent that 
the Board of Trade is prepared to grant 
licences to firms belonging to — 
groups to anticipate one-half of 
quota for Class 3 goods in the next 
restriction period. Licences may also be 
granted to permit the substitution of 
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INDUSTRY NEWS 


woven textiles goods for knitted goods. 
Applications will first have to be approved 
by the export group concerned. 

More Children’s Clothing.—An amend- 
ing Order to the Limitation of Supplies 
Order will raise the quota of chil ’s 
clothing to one and a half times the 
Suppliers who have 
already exhausted their quotas may apply 
to the Board of Trade for licences to 
enable them to suppl o to one-twelfth 
the quantity (or value) children’s wear 
they have disposed of in the present 
iction period. The Economist pointed 
out in the issue of May 3rd on page 600 
that the shortage of children’s clothes was 
acute, particularly in reception areas. 

Silk 


an sree 

mem nominated by the Board 

of Trade, four by manufacturers of silk 
(Continued on page 674) 


4 
a 4 
‘on 
ee 
Ss 
$ 
- % 
a 
z; 
ch 
a 
vi 
Pe 
et 
yi 
is) 
ew 
9 
eo 
ee 
oe 
Pree 
a 
ms 
eS 
Saar 
“sf Bo 


gg ig ate he At Pig ait 








672 


GOVERNMENT RETURNS 


For the week ended May 10, 1941, total 
ordinary revenue was £13,850,000, i 
ordinary expenditure of £70,281,000, and 
issues to sinking funds of £130,000. Thus, 
ineluding sinking fund allocations, the deficit 
accrued since April Ist is £330,613,000 
against {192,952,000 for the corresponding 
period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 
Exchequer 
({ thousands) 


April 1 April 1) Week | Week 












































Revenue ,, be to |ended | enies 
'May 11|/May 10|/May 11 May 10 
____ «1940 | 1941 | 1940 | 1941 
ORDINARY REVENUE 
ee eee. 17,515) 37,373 737) 1,541 
i tes eun pees bee 4,230) 4,725 820 245 
Kstate, etc., Duties... 9,010) 10,553) 1,210) 1,070 
NE 700 940) . ... a 
, Titi es tea a 1,910 1,596) 190) 220 
TT tia gind alt bce alice 220) 15,012 30! 1,500 
Other Inland Revenue 70 50) 20) 20 
Total Inland Revenue (34,645) 70,249, 2,507) 4,596 
I So co ieance 31,388) 36,918] 5,643) 4,977 
PDvtkdkwecssecis 13,450) 20,600 902) 1,480 
Total Customs and 
BBs tc ccdsctsess | 44,888) 57,518) 6,635) 6,457 
Motor Duties........ [5,154] 4.119 510, 744 
P.O. (Net Receipt)... | 3,850! 3,250, 1,250) 1,100 
Crown Lands........ 160) 170) .. a 
Receipts from Sundry | 
ND ahwits chdcod fae; Bava 645 
Miscellaneous Receipts 2,240; 1,141) 1,403) 308 


—— | — jj —_— | 


Tota! Ord. Revenne 


SRLF-BALANCING 
Post Office and Broad- 


| 90,069/137158) 12,305, 13,850 
——| 


| | 
| 
| 




















CREE oo veeesccce 7,100) onan 900; 1,400 
Total............. 197,169\145108, 13,205] 15,250 
| Issues out of the 
Exchequer to meet 
payments 
7 (€ thousands) 
Expenditure |April 1,April 1] Week | Week 
| to | to fended! ended 
\May 11/May 10! May 11/May 10 
—_____—_—sit:1940 | 1941 | 1940 | 10941 
ORDINARY | So eS ee 
EXPENDITURE 


40,292 _ 1,381 
592) = 598) 


347 


Int & Man. of Natio 
Debt. ae 


1,982 





Other Cons. Fund Serv, "63! 


Payments to N. Ireland | 





| i————-- |-—-- —  - | 
| 41,230 43,800 1,444, 2,281 
'241211/418366) 43,000, 68,000 


Total 





, SBLF-BALANCING 
Post Office and Broad- 
casti 


TotalOrd. Expenditure |282442 467175) 44,444) 70,281 
| 





j 
BR vesennesess 7,950 900! 1,400 


'289542'475125' 45,344! 71,681 





After increasing Exchequer balances by 
£302,166, to £2,627,526, the other operations 
for the week (no longer shown separately) 
raised the gross National Debt by £57,104,216 
to about £11,727 millions (after deducting 
£17,043,000 issued to sinking funds in 1940- 
41, but excluding issues to sinking funds in 
1941-42), 


AGGREGATE ISSUES AND 
RECEIPTS 


The aggregate issues and receipts from 
April 1, 1941, to May 3, 1941, are :— 


(£ thousands) 





Ordinary Exp. 467,175 | Ord. Revenue 137,158 
Misc. issues(net) 2,123 pan. borr. 332,737 
‘88 — 
Inc. in balances 1 | Sinking fds. 596 
| Net borrowing 332,141 
469,299 469,299 
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NET ISSUES NET RECEIPTS 
(£ thousands) (£ thousands) 
P.O. and Tel ph 200/Land Settlement 
Overseas rade Facilities ...... 18 
Guarantees ..... 
255 
FLOATING DEBT 
(£ millions) 
| . Ways and it 3 
reasury eans ~ 
|_Bills_|_Advances_| tury | Total 
Date | Bank | De- | Float- 
Ten- | Tap | Public} of | posits| ing 
der Depts.| Eng- by Debt 
land | Banks; 
1940 | fe | 
May i | 685-0 722-1) 53-0 }1460-1 
194 
Feb. 1 | 845-0 Not availa’ ble 
> 8 | 845 ‘0| » » | 
» 15 | 845-0} e » | 
» 22 | 845-0 /1369-4.165°5 «. | 355-02734-9 
Mar. 1 | 845-0 | Not availa'ble 
» 8 | 845-0 " at 
» 15 | 845-0 >» ef 
» 22 | 845-0 o | 
~ 31} 2211-6 |172-3” ... "| 429-5/2813-4 
April 5 | 845-0 Not availa) ble 
- R50 -O | a ot 


» 19 | 855-0 














» 26 | 865-0 /1370-4/163 -5 
May 3 | 875 0) Not availa ble 
» 10 ' 885-0 a ‘. 
TREASURY BILLS 
(£ millions) 
! Per 
Amount Cent. 
Date of | Average |Allotted 
Tender |~ | Applied | Rate | at 
Offered) tor | llotted Allotted | Min, 
Rate 
1940 | | ] 
May 10/| 65-0 | 111-6 | 65-0 20 ‘= 52 
1941 | 
Jan. 24 65-0! 139-4 65-0 [20 4-04) 28 
» 31 | 65-0 | 150-7! 65-0 20 2-84) 100 
Feb. 7/| 65-0 | 149-4 65-0 |20 3:39) 10 
» 14] 65-0| 142-5 | 65-0 |20 4-23] 23 
» 21 | 65-0 | 139-1 | 65-0 (20 4-43) 28 
» 28! 65-0!) 160-5 | 65-0 120 3-43 15 
Mar. 7 65-0 | 151-2 | 65-0 20 0-17 42 
» 14! 65-0] 153-8 | 65-0 |19 11-78 24 
» 21) 65-0] 131-6} 65-0 (20 2-95 17 
» 28| 65-0] 148-3} 65-0 20 2-46) 28 
April 4) 70-0 | 164-7 | 70-0 |20 2-41, 26 
» 11] 70-0} 158-6} 70-0 |20 2-72) 30 
18} 75-0 | 161-8) 75-0 !20 2-63) 30 
» 25| 75-0}! 168-9) 75-0 /20 2 -20| 22 
May 2/| 75-0 | 170-4 75-0 20 3-16) 11 
» 9! 75-01 160-5! 75-0 20 0-17 40 


On May 9th applications at £99 14s. 11d. per cent. 
for bills to be paid for on Monday, Tuesday, Wed- 
nesday, Thursday and Friday of following week 
were accepted as to about 40 per cent. of the 
amount applied for, and applications at higher 
prices in full. Applications at £99 15s. 0d. for bills 
to be paid fbr on Saturday were accepted in full. £75 
millions of Treasury bills are being offered on May 
lth. For the week ending May 17th the banks will 


-be. asked for Treasury deposits to jhe maximum 


amount of £30 millions. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 24% 
BONDS SUBSCRIPTIONS 


(£ thousands) 





Week 3% Def.) 23% | New (3% Sav. 
ended | N.S.C, | Bonds | Bonds | 24% Bonds 
Ap.1 | 4,918 | 4,957 Nil | 11,252 | 10,547 
a 4,405 4,568 Nil 10,448 8,516 
» 15] 2.567 | 2.803 Nil 4,248 | 4,890 
» 22) 3,560 | 2.785 2 6,910 | 3,789 
» 29} 5,118 | 4,318 Nil 6,862 | 5,673 
May 6 | 5,204 | 4,375 5 7,822 | 20,279 
» 33 = ae Nil | 6,669 6,672 
Totals eee ae 


to date 277,371* 271,765* 444,440 193,366§ 140,543§ 


* 76 weeks. 


t 47 Weeks. §19 weeks. 


Interest free loans received by the Treasury up to 
May 10th amounted to a total value of £32,495,440, 
Up to April 26th, principal of Savings Certificates to 
the amount of £33,972,000 had been repaid. 


” §-0" | 502-5 2009-4 


NN... ey 
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CURRENT STATISTICS 


BANK OF ENGLA 


RETURNS 


MAY 14, 1941 
ISSUE DEPARTMENT 
> £ 

Notes Issued : Govt. Debt. 
In Circin. .. 629,422,339 | Other Govt. 11,015,109 
In Banking Securities . 666,223,547 
i vos% 50,819,236 | Other Sces, . 2,751,818 
Silver Coin . 9,585 
5 of Fid. ae 
Gold Coin 4 982000, 000 

Bullion (at 

168s, per oz, 
| Pee 241,575 
eee enmeend tT 
680,241,575 680,241,575 


BANKING DEPARTMENT 


£ 
Props.’ Capital 14,553,000 
3,180,214 
Public Deps.* 14,408,349 


Rest 


£ 
Govt. Sees. . 115,302,838 
Other Sees: . ’ 
Discounts & 


Other Deps.: Advances. 12,249,668 
—————— | Securities.. 19,752,822 
Bankers ... 115,519,650 <seeegliliaaes, 
Other Accts. 52,110,219 32,002,490 
———___——. | Notes...... 50,819,236 

167,629,779 | Gold & Silver 
CIM «Ria 1,646,778 
199,771,342 199,771,342 


*Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


THE WEEK'S CHANGES 


(£ thousands) 


Both Departments 


COMBINED LIABILITIES 
Note circulation....... 
Deposits : Public 

Bankers..... 
Others...... 


Total outside liabilities. 
Capital and rest....... 
COMBINED ASSETS 
Govt. debt & securitiest 
Discounts and advances 
Other securities 
Silver coin in issue dept. 
Coin and gold bullion... 
RESERVES 
Res. of notes and coin in 
banking department 
Proportion” (reserve 
to outside liabilities in 
banking dept.)...... 


see eee 


eee eee 


“ 





Compared with 
Amt, | — 
May 14, 
1941 Last Last 
Year 


Week 


629,422) + 3.44014 83,007 
14,408 + 2,171. — 19,448 
115,520,+ 1,064/+ 9,139 
52,110 — 1,853)+ 9,547 


811,460) + 5,731) + 82,246 
17,733) + 15\— il 











792,541 +4 12,904 + 77,066 
“12'250— 7101/4 8,374 


22,505 — 115'— 3,006 
0 i oe 
1,888) + 61+ 38 





52,466)— wee 173,85 





| 


| 
28 8% - 2-2%/+ 9:°7% 





COMPARATIVE ANALYSIS 


Issue Dept. : 
Notes in circulation 
Notes in banking 
department ..... 
Government debt 
and securities* .. 
Other securities. ... 
Silver coin 
Gold, valued at 8. per 
FMOEB.c veesvcces 
Deposits : 
ik aka n's 438 
EN has 0 80d 





Banking Depart. Sees. : 
Government....... 
Discounts, ete...... 
Other 

Total ; 

Banking depart. res. . 


ee ee | 


(£ millions) _ 


0-2) O-2 O02 
168 -00 168 -00,168 -00\168 00 





1940 1941 
May | Apr. | May May 











15 30 | 7 
—— 


ad 623-3) 626-0) 620-4 


33-81 56-9] 54:3) 508 
76-4| 677-2. 677 -2| 677-2 
676-4) 677-2 677-2) 6772 


3:11 2-8 28 
“5. 0, Od} 00 
0°5 0-0) 02 


33-9) 12-6) 12°2 44 
106-4) 131-8) 113°6 13% 





42-6 57-2) 54-0) 52° 
182 ° 22-6 179°8| 1820 
39-1) 109-3| 102-5} 115°3 
3-9}. 28-3, 19-4) 12% 
22-5, 24-4, 19°38) 19°8 
165-5, 162-0) 141-7) 147° 
85-1] 58-3, 55° 52°5 
% " /o oo 
19-1} 28-7; 31-0} 238 











* Government debt 
£14,553,000. Fiduciary 
millions to £680 millions 


is £11,015,100: 
issue raixed 
on April 30, 1941. 


ND 7 . 
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OVERSEAS BANK 
RETURNS 


NOTE.~The latest returns of the Bank of 
Finland in “The Economist” of 
Dec. 9th, 1939; Norway, of Apr. 13th, 1940, 
Denmark, of Apr. 27th; Netherlands, of 
May 11th; Belgium, of May 18th; France. of 
June 8th ; Switzerland, of June 15th; Java, of 
June 22nd; Latvia, of Oct. Sth; Estonia, of 
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U.S. FEDERAL RESERVE BANKS 
Million ¢’s 






Total U's Gwe. ace, | 
“US. secs, 46 
Total bills and sees. .. | 2,47: 
Total resources ...... 
LIABILITIES 


2,184) 2,184) 2,184 
2,194) 2,194) 2,194 
23,658) 23,686, 23,610 















Oct. 26th ; Mellie Iran, of Nov. 23rd; Lithuania, | Lane notes in ciren, ... 6,344 
of Nov. 30th; Reichsbank, International Settle- | 4)\°7"* ee : Seas cae 
ssents, of Feb. 15th; Roumania, of Feb. 22nd; | typ qcnret: dP. --- "a6s| | B04 
Portugal, of Mar. 8th; Greece, of Mar. 22nd; Total deposits ....... 16,149 
Argentina and Jugoslavia, of Apr. 26th; U.S. Total liabilities ...... 74, 23,658; 23, .610 
Federa) Reserve Member Banks and Turkey, of — Re nan "1% )91 *2% 91 -3%|91 “3% 
May 3rd. Australia, Canada, Egypt, Japan, RESOURCES 
New Zealand, South Africa and Sweden, of Monetary _ stock . | 18, 22,482) 22,505) 22,525 
May 10th. Treas. roan . ww 3,004) 3,118) 3,1 3,125 
Money in circulation . | 7,589} 8,992| 9,071| 9,151 Million Crowns 
NATIONAL BANK OF HUNGARY Treas. cash and dep. .. | 2,821| 3,246) 3,14 3008 
Million peng NATIONAL BANK OF BULGARIA | 

al "] Feb. | Nov. | Jan. | Feb- Nov. | Jan Feb, Million levas san 
deta BAT 1940 | 1940 | 1941 | 1941 st ‘oo | oe | 73 Foreign exchange .... 
Gold coin and bullion | 124-1) 124-1] 124-1) 124-1 | Gola woe aaa 2006 2.006 2.006 2006 | Bills and securities... 
Foreign exchange... | 76-8 37-5] 34-8 34-6 | Balances abroad, etc. . | 2,181| 2,384) 2.488] 2.331 | Advances ........... 
Inl. bills, wts., & secs. | 591-5) 698-8) 662-4) 663-8 | Discounts & advances 218} 2,488) 2,388] 1,900 | Other assets.......-- 
Advances to Treasury | 313-2) 572-4) 573-4) 573-3 | Advances to Treasury | 3.393| 3,373) 3,353| 3,353 LIABILITIES 
. LIABILITIES LIABILITIES : 7 Note circulation ..... 
eee iekilities “ = 2 — Sm 3 hems 3 Notes in circulation. . 859} 6,258) 6,308} 6,442 | Cash certificates ..... 
s ilities . +4. 8] 239-6 161-2) 183-6 | Sight liabs. & deposits | 4,048) 3,665) 4,061) 3,356 | C BBs ees 
Cash certificates ..... | 93-5| 86-8) 86-8! ... ARS eg ee le? 0% '28 :9% |27 "B% 29 "4% Other Habilities adie 











MONEY MARKET 


EXCHANGE RATES 


The following rates fixed by the Bank of En 
May 9th and 15th. (Figures in brackets are - vale ee ree 
United States. $ (4-863) 4-024-03}; mail transfers 4 -02}- 
$ (4-863) 4-43-47; mail transfers 4-43-47}. teen ees eT EETTY) 
17-30-40. Sweden. Krona (18-159) 16-85-95. Argentina, Peso (11-45) 
16 953-17 -13 ; mail transfers 16 -95}-17 +15. Dutch East Indies. Florin (/2-1/) 
7-58-62 ; mail transfers 7-58-64. Dutch West Indies. Florin 7-58-62; mail 
transfers 7-58-64. Portugal. Escudos (1/0) 99 80-100 20. Panama. $4 (2-04; 
mail transfers 4-02-04}. Manila. Peso 8-09-12; mail transfers 8-09-13. ; 


Rates Fixed for Payment at Bank of England for 
Clearing Offices 


». Ys) see 224) 40 -50 (Official rate) ; 46-55 (Voluntary rate). Turkey. 


Market Rates 


The following rates remained unchanged between May 9th and 15th. 
Greece. Drachma (375) 515 (Nominal). Finland, Mark (193-23) 180-210, 
Egypt. Piastres (974) 978-§. India. Rupee (/8d. per rupee) 1742-184. 
Hongkong. 143-1544. per $. Japan. Yen (24 -58d. per yen) 134-148. Singapore. 
; (25d. per %) 284-4. Colombia. Peso 6 (nominal). Belgian Con Frances 

764-1. Shanghai. (May 9-12) 3-3id. per 8; (May 13-15) 3-3/4d. 


SPECIAL ACCOUNTS are in force for the following countries and no rate of 


ne is accordingly quoted in Londo : Turkey, Brazil, Chile, Uruguay 


Forward Rates 


Forward rates for one month have remained unchanged as follows :—United 
States } cont pm.-par, Canada. 4 cent pm.-par. Switzerland. 3 cents pm.-par. 
Sweden. 3 ore pm.-par. Dutch East Indies. 1} cents pm.-par. 


MONEY RATES, LONDON 


The following rates remained unchanged between May 9th and 15th :— 

Bank rate, 2% (changed from 3% October 26th, 1939). Discount rates: Bank 
Bills, 60 days, 14% ; 3 months, 14;% ; 4 months, 14%; 6 months, 14-14%. 
er Bills: 2 months, 1-14%; 3 months, 14%. Day-to-day money, 

“14%. Short loans, 1-13%. Bank deposit rates, 4%. Discount deposit at 
call, $%; at notice, $%. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold remained at 1668. Od. 
per fine ounce throughout the week. 












In the London silver market prices per standard ounce have been as follows :-— 
Date = Two ame Date Gop Two oe 
a, e a. ° 
TP Bideciccs 23 23 May13......... 23% at 
‘s \-. etawinde 23 23 Pe! 23} 23 
— ee 23 23 
PROVINCIAL BANK CLEARINGS (&£ thousands) 
| "Week | Aggregate. | Week | Aggregate 
oer January 1 to ended __| January 1 to 
May | May | May ; May May | May | May y 
11, | 10, | 11, | 10, 11, | 10, | 11, | 0, 
a 1940 | 1941 | 1940 | 1941 1940 ' 1941 | 1940 | 1941 
Working | i 
days :— 6 6 111 113 | Newcastle 1,229} 1,220) 27,670) 24,653 
Birm’ham! 1,974) 2,061) 43,428 41,849) Nottingham 429) 863} 8,584) 8,736 
12,997/ 12,453 





Bradford | 1,447) 1,346) 27,816) 42,233] Sheffield... 509; 610 








Bristol ...| 1,608) 2,098) 31,257| 36,084 am \— —— 

Hull ...| °730| 464) 16,067] 12,241] 10 Towns . ./ 25,490) 22,830)513212,515405 

Leicester . 688 709) 14,771) 16,009 ———|}-—_— 

Live | 5,721) 2,487'111950) 99,850) Dublin* . . see | os eve eee 
10,972 218672'221387' So’th’ptont| ... | 71... | 1,004 





Manch’ter’ 11,164 
* May 4, 1940, and May 3, 1941. + Clearing begun May 14, 1940. 


NEW YORK EXCHANGE RATES 





: — 
May 10 | May 12 | May 18 














y , May 8 | May 9 May 4 
New York on 19k 1941 1941 1k | 1 1941 
London :— Cents | Cents Cents Cents Cents Cents 
I 134 403 | 4034 403 
Switzerland, Fr.............. 23.23 23.24 23, 23.24 | 23, 23, 
BOG LANG eitaliciaaiicinatces 5.05 5.05 5.05 5.05 | 5.05 5.05 
Berlin, Mark — ........0..++ 40.05 40.05 40.05 | 40.05 | 40.05 | 4005 
Stockholm, Kr. ............+- 23.84 23.85 23.85 23.85 | 23.85 23.85 
Montreal, Can. $ «.....-.-+-. 87.75 | 87.25 87.25 | 87.256 | 87.18 | 86.93 
Japan, Yen ...... ibstinnnel 23.45- | 23.46-| 23.45-| 23.45-| 23.45-| 23.45- 
48 48 48 48 48 48 
Shanghai, © «.....-.+-.000++..+- | s30 | sa7 | 6.47 | 5.56 | 548 | 5.50 
B. Aires, Pso. (mkt. rate)} 23.80% | 23.80* | 23.80% | 23.75" | 23.75" | 28.75* 
Brazil, Milreis .............-. 5.05 5.05 5.05 5.05 5.05 6.05 











| 





* Official buying rate 29.78, 





Shorter Comments (£22,423,923). 


Claims 


by death or company received £34,403 under the 
Beers. Sundry 


lease agreement with De 


Celanese Corporation of America.— 
Profits for the first quarter of 1941 
amount to $1,587,755 net, against 
$2,419,414 for corresponding period of 
1940. Volume of sales was at record 
level, but taxation is much increased and 
costs were slightly higher, without any 
compensating rise in prices. After pro- 
— ¢ dividends = preferred stocks, 

urplus is equivalent to 84 cents per 
share of common stock, against $1.36 a 
year before. 


nmnalion Mutual Provident Society.— 
ew business, 1940, £16,927,863 


maturity £4,900,000. Premium and in- 
terest revenue exceeded £12,000,000. 
Annual bonus certificates will be issued 
June 30. Sum for distribution £2,053,491, 
providing for reversionary bonuses of 
£3,548,000. 

San Paulo Ra‘lway.—Main line re- 
ceipts, 1940, £1,883,282, an increase of 
£208,360. Expenses, £1,411,662, or 74.96 
of gross receipts. Net revenue, £471,620. 
Dividend 2 per cent, tax free, against 
24 per cent, tax free. forward 
reduced from £112,207 to £107,795. 


New Jagersfontein Mining.—Diamond 
account 1940, £72,817. Im addition, the 


revenue £17,789. Total income, 1939, 
£22,634. Dividend 5 per cent, tax free, 
the first payment since 1929-30. 


International Nickel Company of 
Canada, Ltd.—Net profit for three 
months to March 31, 1941, $9,239,709, 
after all charges, depreciation, etc. Net 
rofit three months to March 31, 1940, 
GS s43. $00, Consolidated balance-sheet 
March 31, 1941, shows current assets 
$102,971,832, of which $52,426,464 was 
cash. Net working capital March 31, 
1941, ee against $69,378,957 on 

» 1940. 
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THE WEEK’S COMPANY RESULTS 










































































50,672 28,837 5,500 | 25,000 | 10 — 1,663 | 48,693 ae 
31 79,069 12,750 53,377 99,571 one ae na + 53,377 79,858 52,519 3 
. 31 57,811 om B11 60,217 2,875 . a ss + 30,936 50,895 33/787 " 
. BL | 1,972,433.) $71,734 | 1,008,361 | 1,190,170 || 123,431 | 534,050 | 12) | 350,000} + 880 || 1,991,562 | 1,213°749 1. 
. 20 112,600 20,400 38,625 78,632 30,667 23,534 8 |Dr. 6,988 | — 8,588 || 110,777 54,261 8 : 
. $1 | 1,998,699 1,834,852 | 2,249,514 || 330,000 | 1,475,000 | 10 + 79,852 || 2,289,801 | 2,187,797} 19 
1} AR 
31 | 136,276 55,538 | 125,900 16,376 28,631 + 10,531 127,137 66,469 e 
31 | 59,918 | 21,494 | 32,261 9,969 7,094 + 4431 64°535 | 25'908 h 
. 31 25,412 | 15,000 Dr. ovine 3,730 41,759 10,426 ee 
. 31] 120,63 47,583 || 14,375 12,500 + 12188 32/650 ee 
Doc. 31 | 145,579 2, 352 io 116 54,848 9,170 30,075 13 10,243 372 159,292 78,497 * 
Mar. 31 | 698,990; .. 675,580 || 20,000 | 404,160 | 40 150,000] + 28,856 || 7077830 620,392 | 49 
o * 91,179 | “30, 78 147,015 12,198 28,978 | 11 ws | + 89,605 78,895 71,063) 
O's): 0. of Cos 
Week to May 17, 1941 13 | 5,549 645 | 3,892 4,829 575 | 2,569) ... 503 | + 245 5,795 2,479! .., 
Jan. 1 to May 17, 1941 | 655 | 135,777| 9,370 | 68.432 | 106,609 || 13,682 | 45,255 meh || meee a 6,681 | + 2,814 || 128,484 14706 |<” 
Rates are actual unless stated per annum orincash. Previous year’s rate is total dividend unless marked* indicating © 
interim dividend. 
int.) 5 ‘int.| | “Int. 
. ; Pay- | Prev. . , Pay- | Prev. 
Company x : Total | able | Year Company | Finall Total | able | Year Company Seat Total 
INSURANCE | % | % | | % ee sl coy ra 
Atlas Assurance .. | 6 | 10/6 10/6 INDUSTRIALS | Pease and Partners ...... ae 10 
TEA AND RUBBER Barnsley Brewery ...... eS os me 5 * Primitiva Holdings ...... oh 4 
jarsarie Rubber ..., Fa ge Be Se oe Bass Ratcliffe & Co. ...) $5 *| .. |May 29) {5 * ee 30 40 
Dickella Rubber ........ | 6 t} 10 mee Beresford (S. & W.)...... hp a 6* River Plate TrustA ...| 9 { 14 
Hanwella Rubber......... 15 in 13 British Elec. Traction... 30 ¢| 45 ii 45 do. B..| st 4 
Labis Bahru Rubber ...) 6 pe 7 Butler (W.) & Co.......... > a eee Schweppes (Deferred)...|_ ... 10 
Consolidated ... 5 na 4 Calcutta Electric ........) $3 ¢| %7 | ... | 38 Second Gu Trus' 2¢t 3 
Panagula Rubber......... 5 ne eee Cardinal Investment | wl we 1 a 24° Simonds (H. & G.) ...... ae 
Seremban Rubber ......! | 6 _ 2 First Scot. Amer. Trust; 14 20 | .. | 20 Singleton and Cole ...... 124+) 20 
Sonosekar Planting.....| .. | 4 |May30 2 Kayser Ellison ............ 5% ... |May28) 6 * Taylor Walker & Co....| 24t) 5 
Sungei Salak Rubber vo] 5 +t! 10 oer 5 Lake View Investment; 64f| . 9 | ve 9 Trussed Concrete Steel} 5 t| 7} 
Sungei Seput Rubber...| oe | OM | 10 Morrisons (Gowns) .. ot 15 | 15 Wolverhampton Brew’s| 4 as 
i } 


























Free of Income Tax. 

















‘OVERSEA WEEKLY TRAF FIC RECEIPTS | 











| | Gross Receipts Aggregate Gross 
| for Week Receipts 5 ee tia 
Name 3 are auntie | eienaittiinnpiitnnipenanneadhtiinicteilicsrnin 
4 } 
| 2 | 1081 | +a— | 1941 | ‘a— | ——______ 
Se a ey epee + 155,000 | 50,570,000 |+ _ 785,00 Second Brt.| 18/4} bid 
B.A. and Pacific 42 lape. 19 $1,710,000 |+ 155,000 | 59,579,000 Ly 785,000 Lim'd Inv. 2/74 bid 
B.A. Gt. Southern) 42 | ,, 19) $2,289,000 76,000 | 92,831,000 |— 7,607,000 | NewBritish 7/6 
B.A, Western. < » 19 = 918,000 16,000 | 32,092,000 |—- 1,355,000 Inv. Trust. 0-10/3xd* 
Canadian Pacific. » 21) $3,624,000 +1, 132,000 | 52,855,000 |+12,767,000 | Bk.-Insur.. 14) 3 15/9* 
Central Argentine 42 oie $2,061, 000 |+ 400,750 | 66,696,250 |— 7,946,300 Banke $e 
eeeee ”/ / 














t Receipts in pieieans pesos. 





Scotbits . . .| 10/9-11/9* 


Name - May 13, 1941 | Name | May 13, 1941 





National D.| 9/4}—10/44 





Sco vd 
|Univ. 2nd . 


UNIT TRUST PRICES 


as supplied by managers and Unit Trust Association 
(Table excludes certain open and closed trusts) 


Name | May 13, 1941 








Key. Gold.| 8/0-0/6 
. + «| 10/10}—12/7}xdi/Br. nd. a 10/6-12/0 

9/3-10/9xd Elec .| 12/9-14/8 
11/9-13/6 


‘Inv. Flex. .| 8/9-10/0 Cum. Inv. .| 13/0-14 
Inv. Gen. . 11/9-12/9xd Producers .| 5/ 

Key. Flex. | 9/14-10/7$ Dom, 2nd .| 4/6-5/6xd 
Key. Con. .| 8/6-10/0 Orthodox . 7/3* 


4 * Free of commission and stamp duty. 





(Continued from page 671) 


stockings and one by the Wholesale 
Textile Association. The Government 
has nominated Sir Cecil Weir as chair- 


.man. Agreements will be made between 


the Corporation and manufacturers and 
wholesalers, and the Corporation will 
guarantee a fair return on sales. The 
manufacturers are to undertake to dis- 
pose of their stocks only on conditions 
approved by the Corporation, and to make 
every endeavour to sell them abroad. It 
is expected that the Corporation will 
recommend that licences under the 
Limitation of Supplies Orders should be 
issued permitting the release for the home 
market of stockings which cannot be dis- 
posed of abroad. It is estimated that 
about 3,000,000 pairs of stockings—a very 
small proportion of the normal os 
will thus be released for home use, and 
they will be put on the market in small 
quantities. rices will continue to be 
subject to the Prices of Goods Act and 
control will be exercised over retail prices. 
“ve rsp gpa a result of increases 
ces rayon yarns announced 
Sik Paik cape jaateaice oo aint to pviot 
Prices of stockings, underwear, dresses 
and textiles will rise on May 31st. It is 
expected that the effect on underwear 
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will be to make each garment 2d. to 3d. 
dearer. 


Oranges for the Bombed.—Early 
arrivals of oranges are likely to be 
insufficient for adequate distribution over 
the country, and the Ministry of Food 
has therefore decided that only badly 
bombed areas will receive them. Arrivals 
this week will go to Merseyside, Clyde- 
side, Hull and Belfast. 


MERCHANT SHIPPING LOSSES 
Through Enemy Action 





} | | | Sept. 
| len t: 
Feb, | Mar. Apl. 1980) 104 1940 
1941 | 1941! 1941 | 
| | Aug. | Apl. 
= | | 31, | 1941 
BT alhcntnicl shatip Rites Sinise oe a 
€ 
British :— Bercy lias mab or 
Merchant ships:- | 
Normal trading . | 265 827 | 293 


Naval operations *) 
Naval auxiliaries 
Naval trawlers? . 





5 5 17 
1 | Z 





OS ee 271 | 333 | 310 
Allied & Neutral. . 69 | 163 | 195 
Grand Total... 496 | 505 





* Evacuation of B.E.F., June, 1940. 
+ Formerly commercial vessels, including drifters 


FORTNIGHTLY INDEX OF WHOLESALE 


PRICES IN UNITED KINGDOM 
(192 














7 = 100) 

Mar. | Aug. May 
31, 30, : 22, oH 

1987*| 1939 | 1940 | 1041 | 2 

Cereals and | 

meat......... 93.0 | 66.9 | 86.0 | 0.9 | 973 
Other foods . 70.4 61.1 80.4 91.6 93.2 
Textiles ...... 74.2 54.3 88.0 9.9 | 90.9 
Minerals ...... 113.2 77.6 | 1156.9 | 120.0 129.8 
Miscellaneous; 87 0 77.6 99.3 | 113.8 113.5 
Complete —____—— — |-—_—— | - ——_—- 
index | 87.2 | 70.3 | 93.7 | 104.3 | 1066 


1913-100 ...| 119.9 | 96.8 120.0 | 148.5 139 


* Highest level reached during 1932-37 recovery. 
“THE CEs SENSITIVE 














31 | as, 
tears Su 1940 


147.9 | 92.2 | 110.6 
207.3 | 122.9) 168.6 
175.1 | 106.4 |135.9 


*Highest level reached during 1932-87 recovery. 


CE INDEX 
= 100 
M May | May | May 
a. | b , 12, ib 
1941 | 1041 | 1041 
108.5 108.5 108.5 | 108.5 
173.7 | 173.7 | 178.7 | 173.7 
137.2 | 137.2 |137.3 |137.3 
Ve Aug agen 
1941 
108.9 
173.8 
137.8 
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